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DEPOSITED AMERICA 


UNITED STATES 


DEPARTMENT AGRICULTURE APPROPRIATIONS 
FOR 1957 


INVESTIGATION REPORTS 


JANUARY 16, 1956. 

Mr. The committee will come order for the beginning 
its hearings connection with the budget request for fiscal year 
1957 for the Department Agriculture. are pleased have all 
our regular subcommittee members back and present today. 

this time would like say that have received several reports 
from our committee investigators during the recess. times past, 
questioning the Department the findings such investigations, 
have been unable use such reports effectively because Depart- 
ment officials did not have opportunity study them advance 
the hearings. therefore feel that the committee should include 
the record this point Part our 1957 hearings two the 
investigator’s reports, together with certain statements 
chairman, serve basis for discussions during later hearings. 

The report and comments the Commodity Stabilization Service 
will follow section (pp. through 77), and the report and com- 
ments Foreign Agricultural Production will follow section 
(pp. through 195): 
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SECTION I—REPORT COMMODITY STABILIZATION 
SERVICE 


Mr. Pursuant request this committee dated 
April 15, 1955, the committee has received report investigation 
made our investigative staff the activities the Commodity 
Stabilization Service, including the activities the Commodity Credit 
Corporation. 

careful study this report leads certain conclusions 
the operation the Commodity Credit Corporation which must 
given further consideration this committee and the Congress. 
supports the conclusion that while the Government, through 
the Commodity Credit Corporation, has held its commodities off 
world markets and officers the Department have talked the high 
costs the farm program, almost every conceivable action has been 
taken increase the costs the Government through additional 
concessions certain favored interests, with benefit the farmers. 

More and more the Commodity Credit Corporation has turned 
high cost credit, paying out huge amounts private lenders instead 
using lower rate Government borrowings. Interest rates paid such 
private lenders have been increased number times. (See 196 
these hearings.) 

The rates paid warehousemen for storing these billions dollars 
worth commodities have been increased repeatedly, while prices 
assured the farmers have been reduced. (See 196 these hearings.) 

Government-owned storage has been left vacant move Govern- 
ment-owned commodities into private warehouses other parts 
the country, huge transportation costs addition storage. 
still other cases, private warehouses which have refused commit 
their storage facilities the Government for pay, and under erron- 
eous Government policy have had the Government fill their ware- 
houses—leaving Government, storage unused. 

price support juggling the Department, processors have made 
millions commodities never leaving the place storage. Many 
other changes have been made favor warehousemen the expense 
the Government, but charged the American farmers. 

Further, bins have been purchased from the highest bidder, all 
the profit business favored over agriculture and purchase programs 
for the benefit the middlemen, with substantial benefit the 
farmer, have been set up. 

The 1957 budget includes the sum $929.3 million restore CCC 
losses incurred during the fiscal year 1955. now fairly apparent 
that portion these losses are due wasteful practices the 
Department and concessions certain special groups, rather than 
the price-support program itself. 

this point should like summarize the significant findings 
the report the Commodity Stabilization Service and comment 
briefly thereon. 


PROGRAM 


The report indicates that there has been considerable waste the 
procurement grain-storage bins. This situation was also pointed 
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but our investigation year ago and our extensive investigation 
made 1952. 

According our studies, the waste Federal funds this program 
results from several factors. First, the announcement calling for bids 
from contractors usually delayed until late the crop year. 
Further, the delivery dates are set close after the initial announce- 
ment that impossible for any one contractor supply the full 
number bins required. The result that only portion the 
bins can ordered from the lower bidders and the balance must 
ordered from higher bidders 

connection with the 1955 bin-procurement program, the 
announcement date was July and the final delivery date was set for 
September and later extended until September 30. Due the 
late announcement and short delivery period, was necessary 
award contracts concerns with unit costs running from $506.16 
(f. b.) per bin high $665.60 (f. b.), spread $159.44 
per bin. This was due contractors’ difficulties obtaining steel 
and the inability single contractor produce the number bins 
required the short time available. 

estimated that, had all bins been awarded the lowest bidder, 
savings around million could have been made. 

These facts raise serious question the delay calling for bids 
and the short delivery period allowed. This action could possibly 
interpreted effort give contracts some the high bidders. 
this connection, should noted that the company Black, 
Sivalls Bryson, Kansas City, received contract for 500 bins 
$626.06 (f. b.) per bin, totaling $313,030. This award, which was 
about $120 per bin higher than the lowest bidder, was made, even 
though this was one the companies which delivered defective bins 
1954, the final settlement for which was still pending the date 
the investigation report. 

The second factor contributing the wasteful expenditure funds 
under this program that additional bins are purchased from time 
time, even though existing bin space vacant. Frequently much 
the additional bin space not used after has been 

This due the unwillingness commercial warehousemen 
commit themselves handle definite amount CCC commodities 
prior determinination need for additional Government-owned bin 
storage space, and their insistence after additional bins have been 
acquired that CCC use their vacant facilities even though Govern- 
ment bins remain empty. 

North Dakota, for example, several operators went county 
committees after additional bins had been erected and insisted that 
CCC store grain space their elevators which they had been 
unable fill with private grain. Under the Department’s policy 
using commercial facilities wherever possible, the county committees 
sent grain these commercial elevators with the result that only 
million the 33-million-bushel capacity acquired 1954 have been 
utilized date. 

would appear that the Department should immediately adopt 
regulation requiring commercial elevator operators cooperate fully 
the determination bin storage each year. Such opera- 
tors should also required give CCC relatively firm estimate 
how much storage space they can furnish CCC the time annual 
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crop takeover, and subsequent use commercial storage CCC 
should based such estimates. 

This should result not only better utilization new bins procured 
during years heavy crops but also better use existing bin space. 
After purchasing additional million bushels bin space 1955 
for Illinois, Indiana, Iowa, and Minnesota, nearly 165 million bushels 
empty CCC bin space existed these States October 1955. 
Also, the 883.5 million bushels CCC bin space available 
nationwide basis August 31, 1955, only 596.5 million bushels have 
ever been used. 

This committee has recommended several times recent years that 
purchase bins turned over the Administrative Service Divi- 
sion the Department which specializes procurement work. 
understood that the Audit Division the Department has made the 
same recommendation. view the conditions disclosed the 
investigation report just received, believed that this 
tion should given further consideration the Secretary. 


Rates ror Truck SHIPMENTS 


The 1952 investigation this committee disclosed that the receiving 
rate for grain received truck terminal warehouses was 100 400 
percent higher than the rate for grain received rail water. The 
investigation report just received indicates that this condition still 
exists. 

understood that, when the receiving rates were originally estab- 
lished, the general practice was for country elevators receive grain 
truck, whereas terminal elevators received grain almost exclusively 
rail and water. The truck rate was increased compensate 
country elevators for the loss normal profit which they would have 
received had they merchandized through normal channels the grain 
being taken over CCC and cover the additional cost handling 
smaller lots producers’ grain. 

recent years, more and more grain has been transported ter- 
minal elevators truck, particularly the western part the 
country. Asa result, the large terminal warehouses have been receiv- 
ing inflated income from truck receipts, even though most them 
are equipped receive grain truck economically rail 
water. 

This situation was recognized officials CCC 1952, particu- 
larly with reference west coast warehouses where most movement 
grain handled truck. However, despite two subsequent re- 
visions the Uniform Grain Storage Agreement 1952 and 1954, 
change has been made this arrangement. 

According our investigators, number Department Agri- 
culture officials contacted this matter agree that the payment 
higher rates terminal warehouses for truck receipts can longer 
justified. Also, those the trade who were interviewed our 
investigators stated that the truck receiving rate was much too high, 
since truck receipts can handled just efficiently rail receipts. 
They pointed out further that the present practice serious handicap 
proper movement grain, particularly times when railroad cars 
are short supply. 

would appear that some corrective action should taken the 
Secretary the next revision the UGSA this matter. does 
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not seem reasonable continue rate pattern based conditions 
which longer exist, particularly where unfair profit provided 
terminal elevators the expense the Government and the 
producer. the Dallas area, where truck receiving rates were made 
comparable published tariff rates, savings from use truck trans- 
portation have run high cents per bushel. this connection, 
should noted that, while the Dallas office was authorized make 
this adjustment rates, effort was made make such adjust- 
ment other offices, particularly Portland. 


LIBERALIZATION UNIFORM GRAIN STORAGE AGREEMENT 


The present investigation report points out that since 1952, 
number changes have been made the UGSA which have benefited 
warehousemen, generally the expense the Government and the 
producer. does not appear that any changes benefiting the 
Government the producer have been made. 

With reference protein tolerances allowed warehousemen 
handling grain, the 1952 agreement allowed 0.1 percent and the 1954 
agreement increased 0.3 percent. Presumably, this allowance 
made protect the warehousemen from deterioration while 
storage. should noted, however, that this tolerance allowed 
even wheat loaded out within month after has been 
stored. 

The 1950 agreement provided that premiums warehousemen for 
delivery higher quality products CCC, which were not offset 
discounts lower quality delivered during settlement the year’s 
crop, would dropped. The revised 1952 and 1954 agreements 
extend the period settlement from the former year-to-year basis 
indefinite period based whether not agreement renewal 
thereof effect. Permitting these premiums accumulate 
indefinitely having the effect lowering the quality grain being 
delivered CCC. Also this practice encouraging warehousemen 
downgrade warehouse receipts producers’ grain. Perhaps the 
most serious aspect this change the fact that large premium 
balances are being built CCC’s books the credit the elevator 
operators. This may cause them bring suit against the Govern- 
ment for cash settlement these balances. the Minneapolis office 
these balances totaled over million December 1955. 

Another revision the 1954 UGSA which operating the bene- 
fit the warehousemen and the disadvantage the Government 
the substitution the term “fairly for the term 
with respect the quality grain loaded out warehouse- 
men satisfaction CCC warehouse receipts. Prior 1954, the 
elevator operator was required deliver grain equal quality 
that received. Under the revised provision, CCC cannot refuse wheat 
offered the warehouseman can considered fairly representa- 
tive wheat delivered him for storage. This subjects many settle- 
ments load-outs controversy and places CCC disadvantage 
exercising its right rejection. 

The 1954 UGSA inserted provision for the first time limiting the 
liability the warehouseman for broken grain, where exercised 
due care handling and storage. difficult not impossible 
determine the extent which splits and brokens delivered CCC 


are due negligence the part the operator. Furthermore, 
since CCC grain usually held commingled basis, CCC will 
unable protect itself from splits and brokens resulting from the 
warehouseman’s overall operation. would appear that the effect 
this provision shift the full loss from breakage from the ware- 
houseman the Government. 

The 1954 UGSA also incorporated “anniversary payments” for the 
first time. payments were established compensate country 
elevators for the loss commercial business due blocking their 
facilities CCC inventories. They were also established reim- 
burse the elevators for handling grain carried over into second 
storage year. Payment based the age the warehouse receipts 
rather than the age the grain actually storage. Since CCC 
grain commingled with other grain and all grain refreshed from 
year year due turnover provided the elevator’s commercial 
operations, hard understand how CCC grain considered 
block elevator’s facilities. matter fact, appears that 
warehouses are eager have CCC business. Also, appears im- 
proper base the payment the age the warehouse receipt, 
view the regular turnover commingled grain most warehouses. 
appears that this practice encouraging warehousemen delay 
load-out orders collect the anniversary payment, since delay 
few days the end the storage year results payment which 
amounts percent the initial receiving rate. 

While the committee not position assess the losses the 
Government and the taxpayers due these revisions the uniform 
grain storage agreement, must concluded that substantial sums 
are involved. most disturbing see increasing tendency 
the part the Department favor these commercial concerns the 
expense the small producer and the taxpayer. The findings our 
investigations, outlined above, certainly tend indicate that 
responsible Department officials feel that more and more concessions 
the warehousing interests the country are justified, even though 
they add the cost CCC programs. 


SHIPMENT GRAIN West 


During the summer 1955, Department officials decided ship 
between and million bushels corn from the Middle West 
the west coast. According the Director the Grain Division, this 
decision was made view the large amount unused space avail- 
able the west coast and was unlikely that CCC could 
obtain sufficient steel-bin capacity take care the anticipated 
corn deliveries sufficient time accept delivery the corn prior 

The Minneapolis office was instructed August 1955, move 
corn the west coast and the Chicago office was given similar instruc- 
tions August December 16, 1955, nearly million 
bushels corn had been shipped from Minnesota and the Dakotas. 
that date about 1.2 million bushels remained shipped. 

This program raises number questions bearing the caliber 
judgment being exercised conducting large-scale and costly pro- 
grams this nature. 


the first place, unlikely that CCC can ever recover its 
investment the corn moved the west coast. view the 
freight cost cents per bushel, this corn will have sold 
the domestic market under the formula $2.17 per bushel. The 
current domestic market price for corn that area about $1.60 per 
bushel. Further, the Department has export program for this 
commodity. 

Also, the real need for shipment the west coast not conclusive. 
One the reasons given was the concern that grain bins could not 
secured store this corn the point takeover. Yet the same 
date that the decision move grain the west coast was made, the 
Grain Division Washington announced program purchase addi- 
tional bins for the Midwest. Further, was definitely known 
October 1955 (and this determination might have been made 
earlier date) that the States Indiana, lowa, and Minnesota 
had empty CCC bin space 165 million bushels. About 6.5 million 
bushels were shipped between October and December 16, and 
another 1.2 million bushels were still scheduled for shipment the 
date the investigation report. 

Perhaps the real reason for this decision, pointed out the 
investigation report, that many new warehousemen the west 
coast had heavy investments storage facilities and were desirous 
getting corn moved from the Midwest offset the 25-percent crop 
failure the Northwest. full list those warehouses where such 
grain being stored contained the supplemental report received 
January 14. (See this hearing.) 

One the comments the report bears repeating this point: 
the past the policy CCC has been utilize commercial storage space 
preference empty bin site space within local area. now appears that this 
policy utilizing commercial storage space preference empty CCC bin 
space has been extended national basis considerable cost 


MERCHANTS AND AGENTS 


The use commission merchants and forwarding agents was con- 
sidered great length during the 1952 investigation CCC. that 
time the committee recommended that this practice discontinued. 

The present investigation report indicates that these agents are still 
being used the Department considerable cost CCC. Appar- 
ently, the practice dealing through such agents based the 
Secretary’s determination that private trade facilities should used 
wherever possible preference direct handling the Government. 

While the Chicago, Kansas City, and Minneapolis offices use com- 
mission merchants, the Dallas and Portland offices only 
the Chicago office uses forwarding agents. The Portland office has 
not found them necessary and the Dallas office performs the forward- 
ing agents’ functions through branch office Houston esti- 
mated annual saving $150,000. 

This matter has been the subject considerable controversy within 
the Department. the officials contacted 1952 indicated 
that the commodity offices could operate just well better without 
the use such agents. The current investigation report indicates 
that the same feeling still exists among such officials. 


result the 1952 study, the use forwarding agents the 
New York office was discontinued. However, subsequently the 
Chicago office took over the functions the New York office which 
was closed. the time the Chicago office took over the work the 
New York office, reinstated the use these agents. 

appears that the Chicago office paid forwarding agents total 
$81,438 1945-55 connection with storage CCC grain the 
mothball fleets the Hudson River New York and the James 
River Virginia. the same time, the Portland office advises that 
forwarding fees were paid wheat placed the mothball fleets 
Astoria, Oreg., and Olympia, Wash. 

would appear that the Secretary should immediately take the 
action recommended early 1952. does not seem prudent 
continue assess the taxpayers the Nation large amounts each 
order give unwarranted preference private trade 
facilities. the Dalles office can handle the func- 
tion along the gulf coast from centrally located branch office 
Houston (at considerable saving the Government), would seem 
that the Chicago office could handle east coast shipments through 
one branch office conveniently located the east coast similar 
saving CCC. During the period July 1954, June 30, 1955, 
total $489,072 was paid CCC commission merchants. 
During this same perild $246,181 was paid forwarding agents 
the eastern seaboard. This represents cost nearly three-fourths 
million dollars each year the taxpayers the Nation. 


INSPECTION AND SAMPLING PROCEDURES 


Past investigations CCC have disclosed many instances con- 
versions, spoilage, and other losses due improper inspection, sam- 
pling, and handling commodities. This year’s study reveals that, 
while some improvements have been made these matters, conver- 
sions and other losses are still occurring. 

Apparently, better inspection procedures have reduced the number 
shortages appearing licensed warehouses. the other hand, 
conversions farm-stored commodities are continuing. According 
the latest report, there have been instances recently where producers 
have converted farm-stored commodities under loan and have ob- 
tained reseal empty bin. Also, there have been many con- 
versions stockfeeding areas, particularly where droughts have 

This condition appears due inadequate inspection, partic- 
ularly the time reseal, county inspectors. Also, due 
the fact that few producers who have converted farm-stored commodi- 
ties have been prosecuted. The report cites one case where conversion 
was found October 1952. October 1955, vears later, 
decision final action had been made the Department 
Justice. 

The report also indicates that CCC suffering unnecessary losses 
due poor sampling grain county committees and inefficient 
sales practices commodity offices. During the fiscal year 1955, 
CCC sold nearly million bushels nonstorable, deteriorated and 
salvage corn the domestic markets loss $26.6 million. 
impossible determine how much this loss could have been 
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avoided had there been better sampling the bins and had more 
effort been made sell the highest possible grade. 

Poor sampling county committees some instances has caused 
large amounts corn sold nonstorable when was later 
determined storable. some instances, portions lots were 
sold locally nonstorable corn, while official grades obtained other 
portions the same lots shipped terminal markets indicated that 
the corn was storable and worth higher price. 

numerous cases and South Dakota, grades 
corn taken from the same bins during the same period time were 
found vary considerably when delivered for sale terminal loca- 
tions. Frequently, county committee samples would show grain 
going out condition, whereas actually such grain graded either 
No. No. when official grades were obtained. 

Chicago and Kansas City, corn determined going out 
condition time sampling and later determined storable 
restored sold the highest rate. the Minneapolis office, 
however, corn sold the basis the county committee samples 
regardless official grades designated later time. 

The problems involved the administration CCC can readily 
recognized. can seen that the size its program and the many 
complexities its operations make supervision and coordination 
difficult. the same time hard understand how these in- 
efficient practices and undesirable conditions can allowed con- 
tinue, especially when they have been pointed out over long period 
time. would seem that regulations and standards could 
established assure that inspection and sampling techniques are 
effective and reasonably uniform throughout the country. Also, 
would seem that practices followed marketing CCC commodities 
could made relatively uniform among the various commodity 
offices. There appears justification for the Minneapolis 
office sacrifice high grade corn because poor sampling the 
county level, especially when this not done other CCC offices. 


AND RESALE AND CHEESE 


March 1954, CCC issued announcement that would 

purchase salted creamery butter and American Cheddar cheese for 
the remainder March 1954 the support prices then effect, 
provided the offerers such butter and cheese entered into contract 
repurchase from CCC April 1954 the identical butter and 
cheese. The announcement further provided that— 
Commodities offered for sale under the terms this announcement shall remain 
place and the form which they are sampled graded from the time 
the sampling grading until they are delivered CCC and finally until title 
revests the offeror. 


also stated that— 


Settlement for commodities purchased and resold under the terms this 
announcement shall made after redelivery offeror the basis vouchers 
certified invoices submitted the offeror, each case claiming the net differ- 
ence between the sales price CCC and the sales price from CCC offeror. 

Under this offer 5,195,112 pounds butter were sold CCC 
March and then repurchased from CCC April cost the 
Government $281,042—the differential between the support price 


March and the lower domestic sales price placed effect April. 
Also, under this offer 85,514,556 pounds cheese were purchased 
and resold CCC net loss $2,096,402. complete list 
those companies which benefited from this program attached 
the supplemental report received January 14. (See pp. 74-77 
these hearings.) 

understood that this entire matter was investigated recently 
another committee Congress and the matter was referred the 
Department Justice September 1955. late weeks ago 
opinion had been rendered that Department. 


The full investigation report dated December 30, 1955, together 
with the supplement dated January 14, 1956 will now inserted 
the record. 

(The initial report follows pp. through 71; the supplemental 
report follows pp. through 77.) 

30, 1955. 
Memorandum for the Chairman. 
Commodity Stabilization Service, United States Department 
Agriculture. 

directive dated April 15, 1955, the committee instructed this 
staff inquire into (1) the Commodity Stabilization Service and 
(2) the programs the Farmers’ Home Administration. report 
incorporating the results our inquiry into the programs the 
Farmers’ Home Administration was submitted under date Novem- 
ber 1955. There attached report showing the results our 
inquiry into certain activities the Commodity Stabilization Service. 

During the course this survey information was received concern- 
ing several aspects the operations the Commodity Stabilization 
Service that warranted further inquiry which now being conducted 
and supplemental report will prepared these matters. This 
report will include information concerning the exchange grain owned 
the Commodity Credit Corporation, time payroll each State 
committeeman compared with published limitations, and amount 
money disbursed for official travel the Agricultural Stabilization 
Committee during 1954 and 1955 compared with 1951 and 1952. 

Information was also just received concerning the presentation 
grand jury case involving alleged manipulations the sale 
CCC cotton the New Orleans area. summary the facts 
this case, well any similar case, will included the supple- 
mental report. 

Respectfully submitted. 

Director, Surveys and Investigations, House Appropriations 
Committee. 
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OPERATIONS STATE AND County ASC 
ASC STATE AND COUNTY COMMITTEES 


Members the staff visited State ASC offices and county 
ASC offices during their field survey. CSS Washington made major 
change the operation the county ASC offices during 1953. The 
Department Agriculture felt that the county committee members, 
who generally are active farmers, did not have sufficient time 
properly and efficiently perform the committee work. Therefore, 
each county was authorized employ office manager who would 
carry out the administrative duties the county ASC committee. 
was contemplated that the committee itself would, therefore, 
required meet only two three times month. 

The staff determined that the greatest difficulty effecting this 
change has been the inability obtain qualified office managers. 
few States the county committee initially made one its members 
the office manager. other States one the office girls was given 
this important job. only few county offices was qualified 
office manager hired from the start. However, many the State 
offices have initiated training programs and are now training poten- 
tially good office managers. 

nearly every instance where irregularities have developed 
connection with poor bin site operation shortages and conversions 
farmers farm stored grain the trouble has been traced ineffi- 
cient unqualified office managers county committee members 
both. There have been several instances where the State office has 
had remove office managers and few instances where the removal 
the county committee has been necessary. memorandum dated 
January 12, 1955, from the chairman the Nebraska State ASC 
committee the director, northwest area CSS, states: 

The purpose this memorandum acquaint you with the circumstances 
leading the removal certain personnel the Richardson County ASC 
office Falls City, Nebr. For about the past year and half information file 
this office has indicated that the administration ASC programs Richardson 
County had not been the standard set other offices the State. 
April 19, 1954, regular annual audit the Richardson County ASC office was 
made Mr. Dale Hidy, State office auditor. This audit covered the period 
January 1953, April 1954. The audit report contained different 
recommendations correct deficiencies errors revealed the audit findings. 
addition this audit report various other work progress reports file the 
State office indicated that the progress work Richardson County was not 
satisfactory and there appeared general tendency the part personnel 


Richardson County operate contrary without regard instructions 
issued the State office 


SUPERVISION 


March 1955 the Deputy Administrator for Production Adjust- 
ment instructed the State offices hire area storage supervisors who 
would responsible their areas for supervising, instructing, and 
training county employees the proper methods handling CCC 
grain bin sites. view the volume shortage and con- 
version cases involving farm-stored grain, the staff’s opinion that 
would appropriate extend the responsibility the area storage 
supervisors farm-stored grain. believed that the county 
inspectors, who have the primary responsibility for inspecting farm- 


stored grain, were responsible the area supervisors there would 
improvement such inspections. 


MAINTENANCE AND OPERATION BIN SITES 


The staff’s field trip indicated that most the counties within the 
Grain Belt States have well qualified bin site supervisors who take 
pride the operation and maintenance their bin sites. The bin 
sites generally were clean, weed free, and good state repair. 

The staff’s review bin site operations indicates that has been 
efficient operation. grain from bin sites due improper 
handling negligence have been small. the State Nebraska 
the staff made complete study bin sites which were filled with 
corn 1950 and 1951 and subsequently were completely emptied. 
The records show that there was 0.2 percent loss due water leaking 
into the bins which was not discovered until the bins were emptied. 
Shrinkage, caused primarily drop the moisture content, 
amounted 1.4 percent. 

The following tabulation covering the bin sites studied shows the 
receipts and withdrawals corn grades: 


Grades Receipts Withdrawals 
Rushels Rushels 

Inventory adjustment (shrinkage) 1.4 23, 771. 


SAMPLING GRAIN BIN SITES 


The efficiency the sampling grain bin sites varies from State 
State, particularly with respect corn. Sampling grain the 
bin sites important because, the bin site supervisor through 
samples determines that the grain danger going out con- 
dition, the counties are authorized sell such grain the market 
price. Otherwise, sales must made 105 percent current 
support prices plus reasonable storage and handling charges. 

The staff noted some indication that improper probes were being 
taken some the bin site supervisors. improper probes 
showed that some bin site grain was danger going out condition 
whereas actually such grain frequently graded either No. No. 
when official grades were obtained. 

Personnel the Chicago and Kansas City offices advised that 
corn which has been determined danger going out con- 
dition subsequently determined storable grade restored 
rather than sold commercial space available. Personnel the 
Minneapolis office said once the determination has been made the 
county committee that corn danger going out condition 
sold even though subsequently determined storable grade 
upon arrival terminal position. 


example improper sampling the Warren County committee 
made determination that several bins corn were 
danger going out condition. This committee took samples 
this corn and obtained the following grading factors: 


Bin No. Test weight Moisture 
| 


When the above corn was sold, the following official grading factors 
were obtained: 


| 


While the original samples taken the corn stored the above 
bins indicated the corn musty, grades showed that 
(except for few lots) the musty condition had disappeared. 

Audit Report No. (25) dated April 1955, issued 
the Chicago Area Audit Division contained the followi ing information 
indicative poor sampling: 

* * * 


Sale corn from CCC bin evaluated the methods employed 
the Aurora County ASC office, Plankinton, Dak., making volume sales, 
totaling approximately 353,700 bushels, 1948 and 1949 corn during July and 
August 1954. 

* * * 

Inquiry disclosed that samples taken from truckloads corn upon arrival 
the purchasers’ warehouses were generally placed 5-gallon pail, similar 
container, and upon completion deliveries each sale (extending over 
period from days month), the contents were stirred and composite 
sample drawn and submitted for grading. There were indications that these 
containers were left the elevators throughout the delivery period and were 
not safeguarded with covers having locking devices. Further, the composite 
samples were submitted the warehousemen (purchasers) for determination 
official grades rather than under control representative the 
representative the county office. The samples were identified the returned 
grade certificates as, for example, ‘Sample 8/7/54 Sub Luverne Mick’ (manager 
purchasing warehouse) site 47001 Plankinton Coop.” 
that: 

(a) Samples accumulated and held under control the county 
ASC committee all times, and when necessary that samples left overnight 
the possession others, the container(s) sealed locked safeguard 
against tampering. 

Samples submitted for grading under control representative 
the county ASC committee, and such samples properly identified accord- 
ance with Instruction No. 732 (Grain) Aux. VC. 


some instances, the damage content shown official grade certificates, 
based submitted samples, was considerably higher for deliveries some ware- 
housemen than for deliveries other warehousemen, although the corn came 
from the same bin site, during almost the same period, and sometimes even from 
the same bins. Sales 61,700 bushels Plankinton Co-op Elevator, Plankinton, 
Dak., from the Plankinton bin site, which deliveries were completed 
July and August 1954, had weighted average (damage) content 20.0 percent; 
whereas, sales 70,536 bushels and Miller Mill and Elevator, 
Plankinton, Dak., from the same bin site, which deliveries were completed 
the same period, had weighted average damage content 9.9 
sales 48,823 bushels Stickney Co-op Elevator Association, Stickney, 
from the Stickney bin site, which deliveries were completed July and August 
1954, had weighted average damage content 25.3 pereent; whereas, sales 
90,564 bushels Cargill, Inc., Stickney, Dak., from the same bin site which 
deliveries were completed the same period, had weighted average damage 
content 12.4 percent. All corn sold from the White Lake bin site contained 
damage ranging from 28.2 percent. May 1954, samples were taken all 
corn stored these three bin sites representatives the Aurora County ASC 
committee and submitted local warehousemen for grading. The results showed 
that the damage the corn the Plankinton site ranged from percent; 
the Stickney site, percent, except for one bin 3,300 bushels containing 
percent damage; ana the White Lake site, stated pereentage, but damage 
described ‘slight damage,’ ‘trace damage,’ etc. All the corn, however, graded 
No. better. examined the records Plankinton Co-op obtain further 
information concerning the damage the 71,700 bushels corn purchased from 
the county office, and found the following: 

Before receipt the 61,700 bushels purchased from the office, the 
elevator had hand only 2,344 bushels corn. Between July and August 
20, 1954, the elevator shipped 25,205 bushels corn rail cars; the remainder 
was sold truckers. Official inspection certificates issued the Sioux City 
Grain Exchange, covering the cars, disclosed that the damage cars, shipped 
July 1954 was 7.7 percent weighted average; the damage the remaining 
cars, shipped August 1954, was 11.2 percent weighted average; and the 
weighted average damage for all cars was 8.9 percent. Harkin, manager, 
Plankinton Co-op, said that least five the cars shipped July 1954 contained 
the identical corn, without blending, purchased from the county office, and that 
some blending had been done the other cars, but did not now know which 
cars were involved nor the extent blending. Mr. Harkin also stated that 
had submitted the samples the corn purchased from the county office the 
Sioux City Grain Exchange for official grading. 


* * * 

Records the Chicago, Dallas, Kansas City, and Minneapolis 
commodity offices indicate that during the year 1955 those 
offices, together with county committees, had sold 60,913,952 bushels 
nonstorable corn the domestic market. 

The total amount nonstorable corn included: 

county committees. 

All the corn (CSS, Washington, determined this corn 
was danger going out condition and should sold). 

Corn grading No. better which terminals would not store 
because moisture content was more than percent. 

The staff could not determine the extent which poor sampling 
the part county committees caused CSS sell corn that actually 
was storable. 

SALES GRAIN FROM BIN SITES 


The staff reviewed sales county committees, particularly corn. 
Such sales were particularly large because CSS, Washington, had 
determined that all corn should sold market price 
was danger going out condition. 
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The staff determined that for the most part sales were made 
accordance with established procedures and the current market 
prices. The staff did note that local sales were made two differ- 
ent bases. For instance, the State Kansas corn was advertised 
and sold the basis No. corn the established market price 
the date sale. the other hand some counties the State 
Iowa sold corn the basis the market price for No. corn with 
the provision that the purchase price would adjusted after official 
grades were obtained the corn graded below No. such in- 
stances refund was made the purchaser who had paid for No. 
corn. The Tama County committee Iowa sold 501,754.21 bushels 
1948-49 corn during 1954 for $687,593 which represented the 
market price for No. corn. Subsequently the purchasers were 
refunded total $27,104.33 for grade differentials below No. 
corn. The deterioration factor indicated above appeared low after 
years storage. 

Audit Report No. (12) dated August 19, 1954, issued 
the Chicago Area Audit Division indicated that audit made 
several counties selling 1948-49 corn indicated that more corn had 
been sold corn than the records indicated was the bin 
sites prior the sales. 

Audit Report No. (25) indicates the following with 
respect pricing procedure the Aurora County ASC office, 
Plankinton, 


*x* * * 


The pricing procedure permitted sales from 12:15 each day 
based upon the preceding day’s market, even though new price basis was avail- 
able 12:15 p.m. The selling price for corn was based upon the closing price 
the Sioux City, terminal market. Immediately after the 12:15 
daily closing the market, the closing prices were broadcast over radio network. 
The county office based its selling price this closing market price and the 
day. corn could purchased from the county office until 
any day the price based upon the preceding day’s closing market 
price, even though the market price announced 12:15 was higher than 
that the preceding day. Obviously, was advantageous prospective pur- 
chasers buy during the interval from 12:15 when the market 
was advancing. Though the exact time sale had not been documented, 
appeared that buyers had seized the opportunity offered this price setting 
procedure. This conclusion seemed warranted the fact that July 19, 
1954, when the market price advanced cents per bushel over the previous day, 
sales totaled more than 70,000 bushels, and July 22, 1954, when the market 
price advanced cents per bushel over the previous day, sales totaled nearly 
37,000 bushels; whereas, days when the market advanced was negligible and 


when the market declined, the volume sales was comparatively low. 


The Director the Grain Division undated reply the 
Director the Audit Division answered the above follows: 


takes the State and county offices indeterminate time fur- 
nish market information personnel actually conducting the sales, are the 
opinion that the continuation sales the previously established price for 
short time beyond the close trading more subject criticism 
made during the trading period. 


The Chief the Chicago Area Audit Division advised the Director 


the Audit Division, Washington, memorandum dated Septem- 
ber 1955: 


connection with recommendation the Grain Division appar- 
ently does not intend correct abuses reported connection with pricing 


| 
| 


methods employed Aurora County ASC office whereby purchasers are per- 
mitted take advantage rising market making purchases until 
any day the price based upon the preceding day’s closing market price, 
even though the market price announced 12:15 was higher than that 
the preceding day. However, accordance with ‘CCC bins memorandum 
from Quam, State administrative officer, South Dakota, dated 
April 29, 1955 all county committees, sales have been restricted the hours 
between 1:30 and Although this instruction the counties does 
not explicitly state, presume that the selling price will based the closing 
market price the date sales are made. Therefore appears that our recom- 
mendation has been adopted Mr. Quam least far South Dakota 
concerned. 


THEFTS GRAIN FROM GOVERNMENT BIN SITES 


The Commodity Stabilization Service has been having some trouble 
with thefts from CCC bin sites scattered throughout the Grain Belt 
States. 

The following report prepared for the staff the Chief, Compliance 
and Investigation Division, CSS, summarizes this situation for the 
fiscal year 1955 and 1956: 

During the 1955 fiscal year this office investigated thefts from Government 
bin sites which total 4,428 bushels CCC grain was stolen. the 1956 


fiscal year date investigations have been conducted this office thefts 
from Government bin sites involving 6,982 bushels CCC grain. 


CCC Bin PROCUREMENT 
DETERMINATION NEED 


There are many facets involved the procurement bins other 
than merely issuing announcements and evaluating bids. First, the 
need for additional bins must determined. This involves surveys 
county and State committees and the commodity offices deter- 
mine the availability commercial storage space. Then, the quantity 
grain CCC may take over loan maturity date must cal- 
culated, taking into consideration the quantity farm stored grain 
that will resealed. 

appears that the various determinations for the need additional 
storage structures have been adequate, except that both country and 
terminal elevators apparently have been reluctant offer much 
space CCC they could have. 

For instance, 1954, survey was made North Dakota CSS 
and sufficient commercial warehouse space was not offered the eleva- 
tor interests store the expected takeover. It, therefore, appeared 
necessary for CCC purchase approximately million bushels 
bin space. 

Mr. Albert Sandness, State administrative officer, and Mr. Maynard 
Sola, charge grain storage structures, advised the staff that 
several elevator operators went county committees after bins had 
been erected and requested CCC store additional grain their 
elevators because they had not been able fill their elevators with 
free grain. The county committees did, accordance with estab- 
lished policy, send grain these commercial elevators with the result 
that only million bushels the million bushel capacity acquired 
1954 have been utilized date. 
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This surplus bin capacity approximately million bushels 
North Dakota apparently cannot now used CCC because 
out line for storage commodities from other localities. 

This situation apparently was recognized officials the Depart- 
ment illustrated the following paragraph quoted from bulletin, 
Bins and Equipment 21, issued the State ASC committee 
the county ASC committees and office managers, dated June 17, 
1954, connection with the allocation bins the 1954 procurement 
program: 


Every country warehouseman this State will later required 


advise committees exactly how much ex-farm stored corn wishes store and 
your final bin allocation will reduced like amount. want fill every 
bit available warehouse space but cannot continue with program, such 
has been followed the past, where warehousemen indicate that they not 
intend store corn and then the last minute demand CCC fill their houses and 
leave the Corporation’s bin sites empty. [Italic supplied.] 


Also, the following excerpt quoted from summary the meeting 
held Minneapolis, Minn., July 22, 1955, discuss the storage 
needs for CCC grain: 

Mr. McLain reviewed the viewpoints expressed both trade 
and Government. Following careful analysis the situation with all par- 


ticipating, the following was agreed upon the recommendation Government 
officials the amount bins that should purchased: 


Bushels 
Minnesota 


Mr. Maywald! asked the record show his recommendation for Iowa 
being million bushels. Glenn, Iowa State ASC committee, stated 

October 1955, after most the corn should have been taken 
over, the above-mentioned States had the following empty bin space: 


Bushels 


The above are gross figures from which percent the rated 
all bins should deducted. The total bin capacity for 
these States amounts 549,110,090 bushels. Therefore, after 
allowing the for turning space 54,911,009 bushels, still 
leaves empty capacity 110,027,178 bushels. 

The following tabulation shows national bin capacities and inven- 
tory position for the period July 1954 through August 31, 1955: 


Manufacturers’ rated capacity bins CCC prior the Bushels 
Manufacturers’ rated capacity bins delivered 1954 under 
announcements and 206, 076, 924 
Manufacturers’ rated capacity bins purchased 40, 673, 750 


Mr. the trade representative the Grain Storage Advisory Committee. 


Inventories CCC-owned commodities bin sites, July 31, 1954, through Aug. 31, 
1955 
Bushels 
360, 212, 063 Feb. 28, 588, 042, 926 
357, 552, Mar. 31, 572, 964, 239 
464, 566, May 31, 559, 474, 203 
Nov. 30, 555, 564, June 30, 550, 402, 127 
588, 314, July 31, 554, 104, 101 
Jan. 31, 596, 493, Aug. 31, 553, 994, 980 


The above two tabulations indicate that there has been considerable 
empty bin capacity. Rotation practices and local droughts tend 
cause empty bin space. Further, out-of-line locations preclude the 
use some space. Lower production corn during 1955 caused 
considerable cutback the amount 1954 corn delivered the 
producers CCC. However, this would not appear account for 
all the empty bin space. 

Some States have leased bin sites warehousemen and farmers 
one-half cent per bushel capacity per month. September 30, 
1955, the State North Dakota had leased capacity 
bins. The State Texas had leased approximately 1-million- 
bushel capacity and the State Oklahoma 38,000 bushels. 


1955 PROCUREMENT STORAGE STRUCTURES 


result the determination made the meeting Minneapolis 
July 22, 1955, the Grain Division issued that date announcement 
(P)-319, erms and Conditions for the Purchase Grain Storage 
Structures. Bids were submitted the Grain Division, Wash- 
ington, C., not later than August 1955, and offers were restricted 
round-metal bins approximately 3,250-bushel capacity 
ance with Specifications—Cylindrical Metal Grain Bin and Drawing 
Serial No. 3373, June 1955. 

The announcement stated that delivery desired with the 
largest possible portion the invited delivered before 
September 1955, and the remaining portion delivered 
before September 15, Deliveries were made the 
States Illinois, Indiana, Iowa, Minnesota, and South Dakota. 

August 1955, response the above announcement, the 
following telegram was received the Grain Division from the 
Butler Manufacturing 

Regarding your invitation bid Based firm steel delivery 

promises believe physically impossible for more than very small portion 

bins you have requested manufactured and delivered September 15, 1955. 
This and your invitation’s firm delivery requirements with severe 
penalties for failure precludes our bidding for delivery September 15. 
think imperative the best interests the farmers, your State committees, 
Department and everyone concerned that you immediately extend delivery 
date September 30, 1955. can start fabrication some parts immediately 
award and can make bins faster greater quantities than anyone but cannot 
contract complete September 15. would seriously question good faith 
any commitments so. Consequently, unless present steel promises are 
improved, now cannot other than make our bid provide for deliveries 
begin before September and completed September 30. 


August 1955, the closing date for bids, manufacturers 
had submitted bids, which were not considered responsive because 


they were for other than standard bins, were contingent upon the 
Government obtaining necessary steel, the bid price was several 
hundred dollars too high. 

All other bids were considered but, due the late announcement 
and the early delivery requirements, was impossible obtain the 
required number bins from the low bidder, even from all bidders 
within the desired delivery dates. Therefore, the Grain Division, 
memorandum August 10, 1955, requested the Administrator 
authority, which was granted, negotiate delivery dates. 

The Columbian Steel Tank Co., the low bidder, offered supply 
1,100 bins for delivery Septemer $506.16 each manu- 
facturer’s plant. This bidder further offered deliver 1,000 more 
bins the same price between September and September and 
additional 1,000 October 15. Mr. Charles Howe, Grain 
Division, stated that they had accepted the total offer 2,100 for 
delivery September 30, however, the telegram award this 
company was given opportunity accept the award and the 
company committed itself deliver only 1,100 bins due its inability 
obtain steel. 

Deliveries the bins began September and were not completed, 
the State Indiana, until October 28, 1955. 

Regarding the late decision purchase bins, Mr. Howe said the 
board CCC would not approve any procurement until after the 
July crop report. However, discussion stated that the 
determination could have been made earlier that might have been 
possible obtain the Depaartment’s requirements from the low 
bidder. 

There listed below tabulation showing the firms with whom 
contracts were negotiated and awards made August 12, 1955: 


| 
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Had CCC allowed sufficient time for orderly procurement, thereby 
being able make awards the basis low bids, considerable 
money could have been saved the bins purchased. 

all bins had been awarded the low bidder, based the 
price, the cost would have been $6,334,592.40, resulting savings 
$1,110,591.65. Had the been awarded the low 
bidder, the basis the price plus guaranteed freight 
destination, the cost would been $6,666, 960.95 against the 
price awarded the Grain Division $7,713,473.65, resulting 
savings the Government $1,046,512.70. the award had 
been made the low bidder, based the price plus guaranteed 
freight and covenanted erection cost, the cost would have been 
against $9,597 ,542.65 which would represent savings 
$1,285,976.05. 

Although officials the Grain Division stated that due shortage 
steel the low bidders were unable make delivery the total bins 
needed within the required delivery dates, the the opinion 
that tentative determination had been made procure the bins 
approximately days earlier would have been possible place 
order with the low bidder for small portion the requirements, 
with clause the contract which would allow for increased 
quantity definite requirements became known. should 
noted that the determination procure bins for the 1954 corn take- 
over was made May 21, 1954. 

memorandum dated February 10, 1955, from the Chief, Division 
Audits, the Deputy Administrator for Operations states: 

From our audits thus far and similar audits made prior years, 
particularly those relating the purchase grain bins and equipment, are 
the opinion that acquisition this nature for all CSS should centralized 
one division. this were done seems that the Administrative Services 
Division would the division have such overall responsibility. That 
Division now has the function and disposing administrative fixed 
property and believe they are especially equipped handle bids and awards 
through their long association with such matters and their familiarity with pro- 
curement regulations.* 

December 1955, the Grain Division had not answered the 
recommendation made the Audit Division. CSS, however, had 
appointed committee study the recommendation. 


DEFECTIVE BINS UNDER 1954 PROCUREMENT 


the 1954 procurement grain-storage structures the firm 
Black, Sivalls Bryson, delivered CCC 8,960 bins with 
alleged defects. Since hearings were held the Permanent Sub- 
committee Investigations the Committee Government 
Operations, United States Senate, July 22, and August and 
1955, the details the alleged defects are not being reported herein. 

The following statement the Grain Division November 

1955, regarding the present status this matter: 

proposed settlement agreement connection with claims Commodity 
Credit Corporation concerning storage structures purchased from subject manu- 
facturer 1954, was forwarded and September 27, 1955. 

Under date November 18, 1955, the manufacturer submitted counter- 
proposal involving some changes. This currently being 
reviewed adequacy and acceptability. 


‘ « 


Efforts are being made expedite culmination this matter obtaining 
signed agreement protecting the rights CCC. 

copy the proposed agreement Commodity Credit Corpora- 
tion and copy the counterproposal Black, Sivalls Bryson, 
Inc., was made available the staff. Basically CCC wants 
and agree extend its guaranty August 31, 1959, and 
make all necessary repairs and/or replacement defective bins 
determined CCC. The counterproposal and provides 
for the extension its guaranty until August 31, 1958, and for 
replacement and repairs bins based inspection and 

also interesting note that the firm Black, Sivalls Bryson 
was awarded 500 bins under the 1955 procurement $626.06 each 
approximately $120 each higher than the low bid. 


CONVERSIONS 


Inquiry was made State and county ASC offices concerning farm- 
stored commodity loans outstanding and farm-stored loans which had 
been called because shortages had been discovered. 

County offices advised that farm-stored commodities under loan 
are inspected about three times year. The first inspection made 
the time the loan made the producer. Another inspection 
made subsequent the original inspection but set time. 
The third inspection made within days takeover CCC 
upon reseal the crop for another year’s storage. 

There have been instances where producers have converted their 
own use farm-stored commodities under loan and have obtained 
reseal empty bin. indicates inadequate inspection the 
time reseal the ASC county inspector. 

producer may use any part his farm-stored grain for feed 
first advises the county ASC committee his intentions and for 
the grain used. There has been higher frequency con- 
versions stock-feeding areas, particularly those areas where 
droughts have occurred. 

When shortage farm-stored collateral reported the county 
ASC office, report required made the State ASC office 
and the loan immediately called. Regulations prescribe that the 
producer given period approximately days repay the 
loan. However, there have been instances where the producer was 
allowed repay the loan from the proceeds his new crop although 
the conversion occurred and was discovered quite some time prior 
the harvest the new crop. 

Compliance and investigation offices Chicago, Dallas, and San 
Francisco furnished the staff with tabulations approximately 
farm-stored conversion cases which had been referred their offices 
for investigation during the fiscal year 1955. 

Few producers who have converted farm-stored commodities under 
loan have been prosecuted criminally Federal court. review 
the files the various State ASC offices reflects reluctance the 
part the United States attorneys bring prosecution Federal 
court. Considerable time elapses between the time the conversion 
reported the county ASC office and the time final action taken 
the United States attorney’s office. 


example the delay prosecution contained the file, case 
No. which was reviewed the Nebraska State ASC 
Office. This file reflects that inspection the farm-stored com- 
modity under loan (478 bushels wheat) October 24, 1952, indi- 
cated that there was shortage bushels. Pursuant regula- 
tions the loan note was purchased CCC November 1952. 
reinspection March 13, 1953, indicated that there was additional 
shortage 357 bushels. 

Mr. Wendel Becraft, ASC State administrative officer, acknowl- 
edged there had been unwarranted delay the State office from 
November 1952 March 1953 during which time positive action 
was taken the Johnson case. The case was referred the General 
Counsel’s office August 12, 1953, but the attorney charge did 
not request and investigation until July 14, 1954. 

Mr. Lyle Chotena, attorney, General Counsel’s office, Kansas 
City, Mo., advised that the General Counsel’s office has taken the 
following action with respect this case: 

August 20, 1953: The county ASC office was requested advise 
the date that the loan was purchased. 

October 21, 1953: The ASC office was requested advise regarding 
judgment the producer’s property. 

March 11, 1954: The General Counsel’s office requested the loan 
file from the county committee. 

March 19, 1954: The county committee through the State com- 
mittee sent the file the General Counsel’s office. 

December 13, 1954: and report was sent the General 
Counsel’s office. 

May 27, 1955: The case was referred United States attorney for 
criminal and civil opinion. 

July 22, 1955: Civil aspects the case were closed result 
payment the claim. 

July 25, 1955: General Counsel’s office requested advice from the 
United States attorney criminal prosecution. 

October 28, 1955, the United States attorney’s office had not 
advised the General Counsel’s office Kansas City concerning action 
contemplated this case. 

Mr. Chotena said producer may obtain loan farm-stored 
commodities either local bank from the county ASC office. 
loan obtained from local bank and, thereafter, the producer 
converts the collateral, there Federal violation. However, CCC 
required, upon notification that there has been conversion, 
take over the local bank’s loan and look the producer for payment 
the loan. This can result only civil action against the producer 
the producer obtains his loan from the county ASC office 
and then converts the collateral, there criminal violation for which 
the producer can prosecuted Federal court. the local bank’s 
loan purchased CCC after the producer has converted part 
the collateral and, thereafter, the producer converts more all the 
collateral, there Federal criminal violation. 

Mr. Edward Shulman, Deputy General Counsel, Washington, 
furnished the following summary farm conversion cases: 


1954 30, 1955 1955 
Number cases pending Office General Counsel and 
not referred United States attorneys: 
II. Number cases referred Office General Counsel: 
attorneys’ offices: 
IV. Number cases referred United States attorneys: 
VI. Number cases closed United States offices: 
VII. Total cases closed: 
568 
Collections civil claims during fiscal year $342, 011. 


Totals 
Number indictments returned during fiscal year 
Number successful prosecutions during fiscal year 
Number acquittals and dismissals indictments during fiscal year 
Number cases which prosecution was declined United States attorney grand juries during 


October 21, 1955, after the staff had begun inquiries farm 


conversions the field, Mr. 


Shulman advised all attorneys 


charge 


that steps should taken reduce the backlog such cases. 
Examination audit reports prepared area audit divisions 
indicated that those offices have reported that there was laxity the 
part county ASC offices enforcing regulations when farm conver- 
sions had occurred. Some examples are: 


Audit report No. dated November 1954, contains 
the following remarks with respect the Howard County ASC office, 
Kokomo, Ind.: 


(a) There were several instances where borrowers having 1953 farm-stored 
corn loans had not delivered the grain under loan and did not make repayment 
until the latter September 1954, more than days after the maturity 
the loans. 


Audit report No. dated November 16, 1954, contains 
the following remarks with respect the North Dakota State ASC 
office, Fargo, Dak.: 


There appeared considerable delay taking action protect the in- 
terests CCC indicated conversions farm-stored loan collateral. From our 
review forms report debtor, appeared that legal action would 
necessary four these cases. Although these forms have been received 
May 1954, there was record indicating what, any, action had been taken 

Audit Report No. dated May 11, 1955, contains the 
following remarks with respect the South Dakota State ASC 
office, Huron, 

There was excessive delay acting Forms Report Debtor, which 


county offices had submitted cases indicated conversions farm-stored 
loan collateral nonpayment installments due farm-storage loans. 


review audit reports submitted the General Accounting 
Office covering audits State and county ASC offices reveals numer- 
ous deficiencies with respect the handling farm-stored conversion 
cases. These deficiencies are summarized below: 

One county ASC office, contrary instructions, did not 
call farm-stored loan until June 17, 1954, even though became 
aware that shortage existed April 1954. The producer did 
not settle his loan within the prescribed 10-day period after 
was called and the State office was not notified means the 
form ur. July 16, 1954. 


Another producer used collateral grain feed without, 


obtaining permission from the county ASC office. Two other 
producers sold part their grain pledged collateral without 
the approval the county committee. 

Seven cases were noted collateral shortages were 
disclosed reinspections but the county ASC office, contrary 
regulations, did not call the entire loan. 

Twelve county ASC offices had not submitted reports for 
reinspected farm-stored collateral within the prescribed 30-day 


period. 
Five county ASC offices had submitted reports for 
reinspections. 


Twelve county ASC offices had not submitted reports for 
the reinspection wheat days prior the maturity date 
the loan required regulations. 


CONCLUSIONS STAFF 


Area storage supervisors have recently been established for the 
purpose supervising bin site operations. these area supervisors 
were responsible for supervision the inspection farm-stored com- 
modities under loan, the opinion that there would 


fewer farm-stored conversion cases. Further, the staff concludes that 
the State should enforce more strictly all existing regula- 
tions relating the inspection farm-stored commodities under 
loan and should follow the action county ASC offices closer 
make sure that the interests CCC are fully protected when 
conversions occur. 

WAREHOUSE INSPECTIONS 


The staff inquired into the warehouse inspection procedures the 
CSS commodity offices with emphasis the number, type, and ade- 
quacy inspections. Prior 1955 the commodity offices had the 
responsibility for inspection all warehouses except country and 
federally licensed warehouses; the county ASC committees had respon- 
sibility for inspection country warehouses until 1955 when this 
responsibility was transferred the commodity offices. 

Two examinations warehouses storing grain are required each 
year. (Four examinations warehouses storing processed commodi- 
ties are required each year.) Each year inventory verification 
must included one the examinations. 

official the Minneapolis Commodity Office stated that did 
not believe commodity offices should required adhere strictly 
the minimum number warehouse examinations. cited the 
fact that many warehousemen have good reputation established over 
period years and are financially responsible. commodity 
office was required examine such warehouses only once year 
could divert more time other warehouses which possibly should 
examined even more than twice year. 

The inspection procedures followed the commodity offices appear 
adequate. Training programs have been instituted the 
commodity offices train new warehouse examiners. This program 
when fully implemented should assure adequate inspection 
warehouses. 


The monthly reports delinquent grain load-out orders prepared 
the various commodity offices were examined this staff 
determine the reasons for the delinquencies. all offices the most 
common reason given the warehousemen for not meeting the 
delivery date set the load-out orders was shortage boxcars. 
The traffic divisions all commodity offices advised that there has 
been acute boxcar shortage for many months. Nevertheless delin- 
quent load-out orders are policed determine whether the boxcar 
shortage legitimate excuse. most instances the traffic division 
found after communicating with railroads that the warehousemen’s 
excuse has been legitimate. few instances warehouse examina- 
tions have been requested safeguard the interests CCC. 

the staff’s opinion that the delinquent load-out orders the 
various commodity offices were not excessive and that the action being 
taken the commodity office police such load-out orders was 
adequate protect the interests CCC. 


WAREHOUSE SHORTAGE CASES 


The staff reviewed warehouse shortage cases the area offices 
and and the commodity offices. was ascertained that 
and had been requested investigate approximately shortage 
cases since July 1954. 

The decline warehouse shortage cases over period years 
has been due, according CSS personnel, better inspection pro- 
cedures and increased awareness the part warehousemen that 
unless shortages are satisfactorily explained they would immediately 
suspended from the approved list warehouses. 

There set forth the following page table uncollected ware- 
house shortage cases July 1955. will noted most the 
cases are pending either the Department Justice have had 
court action initiated. 


Number active cases and estimated CCC book value shortages (reported 
uncollected through July 1955) 
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Includes dry edible beans, soybeans, and seeds. 
UNIFORM GRAIN STORAGE AGREEMENT 


FINDINGS DURING 1952 SURVEY AND LACK CORRECTIVE ACTION 
CCC 


During the 1952 survey CCC operations the staff reviewed the 
rate structure the uniform grain storage agreement. The staff 
was advised then that the portions the rate schedule—‘‘Grain 
intended apply country elevators and terminal elevators, res- 
pectively. The staff was also informed that the receiving rate for 
grain received truck included element profit which was 
intended compensate the country warehouseman for the loss 
normal profit would have accrued bad merchandised the grain 
which held for CCC. comparison the two rate schedules 
indicated the receiving charge for grain received truck was from 
100 400 percent higher than the receiving charge for grain received 
rail water. 

The 1952 survey indicated that certain areas the country 
movement commercial grain from country-elevator position 
terminal position was predominantly motor carrier. Large tide- 


water terminals these areas could receive grain truck eco- 
nomically they could receive grain rail water. 

Mr. Roland Ballou, Director the San Francisco Commodity 
Office 1952, attempted during 1949 and 1950 obtain Washing- 
ton permission use published tariffs, which were considerably 
lower than the UGSA truck-receiving rates, lieu the latter when 
CCC grain was moved the San Francisco erea. The 1952 report 
states: 

The San Francisco office advised the staff that had negotiated truck- 
receiving rates which suggested, the estimated savings CCC during period 
June 1950, December 31, 1951, would have approximated $159,009.30. 

This was based the volume truck receipts terminal facilities 
only and did not include estimated savings inland warehouses. 

Drexel Watson, (former) Director the Grain Branch, advised concurred 
with the opinion that the UGSA truck-receiving rate should not used when 
grain involved any movement truck other than from the producer the 
country elevator. while was aware that grain moved truck large 
extent California, provision has been made date for this fact. stated 


had not seen the recommendations made the San Commodity 
Office, but thought the rate structure California should changed make 
provision for grain received truck the terminal warehouses. said 
would take steps see that this was done and advised thought could 
accomplished negotiation with the individual terminal warehouses instead 
changing the UGSA this time. Watson said there definite trend 
use trucks more and more transport grain, the staff the opinion that the 


overall problem the truck receiving rate should studied order establish 
equitable rates which will not preclude the movement grain truck. 

the outset the present investigation Mr. Lloyd Case, 
Associate Director the Grain Division, advised that when the 
UGSA was revised 1952 and 1954, corrective action was taken 
under UGSA connection with the disparity between the truck and 
rail receiving rates for terminal receipts. Mr. Case, though was 
not associated with the Department Agriculture 1952 1954, 
cited the difficulty defining country elevator and terminal 
elevator, and stated that overall study this matter was now 
progress the Agricultural Marketing Service. said the Uni- 
versity Washington had been given contract AMS conduct 
cost survey determine the relative cost receiving grain truck 
and rail terminals. 

was further determined that Roland Ballou, who previously 
had called Washington’s attention such disparity, now Wash- 
ington Assistant Deputy Administrator for Price Support. 


LIBERALIZATION UGSA 1952 AND 1954 


The staff reviewed the 1952 uniform grain storage agreement, which 
was written after the staff conducted its 1952 survey, and the 1954 
UGSA and determined that several changes had been made whereby 
warehousemen accrue considerable benefits which, justified, reduced 
the warehousemen’s risk. changes are discussed below. 


Protein tolerance 


the 1950 UGSA contract there was protein tolerance 0.3 per- 
cent. This tolerance was reduced 0.1 percent the 1952 contract. 
1954 the tolerance was restored 0.3 percent. Prior the adop- 
tion the 1954 UGSA contract meeting was held February 
1954, Chicago, between officials the Department Agriculture 
and grain warehousemen. The minutes this meeting contain some 
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pertinent statements which indicate the value protein and the im- 
portance protein tolerances both the warehousemen and CSS. 
Some these statements are set forth below: 

Mr. Corrigan (Head Lakes Terminal Elevator Association) 

Furthermore, think has been established that your cereal chemists allow 
two-tenths check protein. That is, carload cargo grades off 
loading you might call Federal appeal protein recheck and they won’t change 
unless two- tenths different from the protein originally established. They 
recognize that year’s handling two-tenths check protein and sub- 
mit that several years handling least three-tenths check. 


Mr. Corrigan points out the above quote that when wheat 
handled for loses approximately 0.2 percent protein; when 
handled for several loses least 0.3 percent protein. The 

staff was advised Mr. Marvin McLain, Director the Grain 
Division, November 29, 1955, that the 0.3 percent protein tolerance 
allowed even though wheat loaded out within month after has 
been stored. 

Mr. Axel Nielsen (Omaha, Nebr.) (warehouseman): 


know that the elevators our market and our company, will not store 
protein wheat unless have the tolerance. You can’t load out the same protein 
you There 0.20 variation between chemists, start with. know 
producers this past year, lot producers wanted store protein wheat and they 
couldn’t get simply because had tolerance. Iam sure unless get relief 
from Commodity Credit moving protein wheat from the country; they will have 


wheat the track with place with it. 
* * * 


Mr. (James A.) Cole (Minneapolis Commodity Office): 


Axel says here, there calibration allowance 0.2 percent protein. 
But when had the 0.3 percent allowance, lot warehousemen were loading 
for the 0.3 wouldn’t back the old days now and try indict all 
those warehousemen because they were warehousemen who worked with 
fine shape. But had warehousemen there who hit the 0.3 percent right the 
nose, sheet after sheet, and car after car. understand, the tolerance not 
protein loaded. But they fail because some mechanical failure some mis- 
judgment something, there would tolerance take care it. 

* * uh 

have confession make, though, that the 0.1 percent always seemed 
little tough. had part that. But would willing say that 
think the tolerance ought least 0.2 percent. 


Mr. Cole: 


15, that what want loaded, not the proteins less the tolerance. 


Mr. (R. G.) Cargill: 


You have got give these boys some leeway will never get our country 
grain put away. 


Mr. (William) McArthur (CSS Washington): 
Your protein premiums you up, isn’t that true, Jim? 
* * * 

Mr. Cole: 


Mr. Cargill: 
And higher than that from 16. 


* * ® 
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Mr. (R. C.) Woodworth (Terminal Elevator Grain Merchants 
Association): 


cents bushel between and protein right now. 
* * * 


Mr. McArthur: 


the 0.1 percent tolerance cents. 
* * * 


Mr. Woodworth: 


cents full percent. 
* * * 


Mr. Cole: 


Protein yesterday between and was cents for percent, pretty close 


*x* * * 


Premiums and discounts 

Paragraph (c) the 1950 uniform grain storage agreement reads 
part: 

The value any overdelivery quality not offset making settle- 
ment for the vear’s crop, during such agreed period time, whichever appli- 

Paragraph (ii) the revised 1952 uniform grain storage 
agreement reads part follows: 

The value any overdelivery quality not offset the date 
the termination this agreement shall dropped, except that for the purpose 
this provision the execution revised uniform grain storage agreement 
superseding this agreement shall not construed termination this agree- 
ment. 

The revised 1954 UGSA contains the same provision the 195 
agreement. importance the 1952 change that, whereas 
formerly premium balances were dropped after settlement had been 
made for crop year, premiums are now carried forward long 
UGSA effect. This change the handling premiums 
important because, stated Mr. Lloyd Case, large premiums 
tend encourage the delivery poor quality wheat CCC because 
the warehousemen know they can offset any discounts against their 
premium accounts. 

Section (a) (ii) the 1954 uniform grain storage agreement 
provides: 

the case warehouses locations where official weights and grades are 
not available, Commodity shall have the election reject grain not meeting 
the applicable requirements section 11, but the warehouseman shall pay Com- 
modity the value, provided subsection (c) this section, the grain which 
should have been delivered rather than replacing such grain unless mutually 
agreed that the grain shall replaced. the case rejected grain which not 
replaced, the warehouseman shall pay Commodity the value the grain which 
should have been delivered cash except the extent that such value offset 
the value overdeliveries quality the same kind grain. 

Lloyd Case advised the Minneapolis office teletype dated 
June 24, 1955: 


Section (a) (ii) the current agreement, you are aware, contains pro- 
visions which were not the 1952 UGSA. The provisions relate the method 
settlement grain which rejected and not replaced shipments made from 
locations not having official weights and official 
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Shipments commingled grain from locations not having official weights and 
grades, which are not the class, grade, and quality fairly representative. 
the grain described the warehouse receipts and documents, 
may either accepted rejected CCC. the grain which deficient 
quality accepted, the difference between its value and the value the grain 
called for the loading order offset accumulated quality premiums 
paid the warehouseman rejected and not replaced, the 
quantity shortages loading order should provided section (a) 
(ii), against the value accumulated overdeliveries quality the same kind 


Any balance due CCC after application proceeds sale and accumulated 
quality premiums the same kind grain collected cash from the 
warehouseman. Any collected recorded and refunded the 
extend any future premiums resulting from subsequent quality overdeliveries 
the same kind grain. 


Item No. quoted from Mr. Case’s teletype Minneapolis 
interpretation section (ii) the UGSA. Mr. John Tripp, 
Deputy Director, Grain Division, advised that this section does not 
prohibit the earmarking discounts the books commodity offices 
which may repaid warehouseman subsequently earns 
premium quality overdelivery. Mr. Tripp stated that the 
forward premiums and discounts for warehousemen who 
not have the benefit official weights and grades was intended 
permit such warehousemen some latitude the loadout grain. 
Mr. Tripp stated that was his understanding that this practice was 
followed prior the 1954 UGSA and was cleared with the Office 
the General Counsel when the Minneapolis Office raised specific 
question whether not discounts should carried forward. 
The staff desires mention that section (c) makes mention 

review the premium and discount accounts the various 
commodity offices for the fiscal years 1953-55 indicated that the 
Chicago, Dallas, and Portland commodity offices had net discount 
balance the end least the fiscal years ending June 30, 
1953, and 1954. The Kansas City and Minneapolis commodity offices 
have had net premium balances during each the fiscal years 
ending June 30, 1953, 1954, and 1955. With the exception the 
Minneapolis office the premium balances carried the books the 
other commodity offices have not exceeded $400,000 the end 
the fiscal years reviewed. 

The following summary the premium and discount accounts 
the books the Minneapolis office: 


Net premium 

(credits) 


Mr. James Cole, director, Minneapolis Commodity Office, 
advised Mr. McLain, Director, Grain Division, memorandum 
dated March 1955: 

This confirms our recent conversation regarding the sizable premiums which 
are being set our books under the present provisions the UGSA. You 
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are undoubtedly aware that the last revision the UGSA provides for the 
over the premium account from crop year another and for the 
life the UGSA. 

This particular area which raises high quality milling wheat lends itself 
toward the building this premium account. the present time have 
excess million our premium balances for the account country 
elevators. Under the provisions the UGSA expected that this account 
will reduced when warehousemen deliver wheat lower quality than called 
for the loading orders. However, the extent which the premium account 
reduced because lower quality wheat being delivered surprisingly small. 
fact, the premium account continues grow the future, the same 
manner has been growing this past year, the account may reach very 
sizable figure. 

are calling this matter vour attention since feel that you may 
wish give the matter careful review and consideration prior the next revision 
the UGSA. 

also wish point out that there has been occasional rumor that soon 
this account reaches sufficient figure the grain trade will consider suing the 
corporation for cash payments under the premium account. supplied.] 


Mr. Farrington, General Counsel for CCC, advised the staff 
with respect Mr. Cole’s report that the grain trade might sue CCC 
for cash payments under the premium account: 


Since the agreement restricts application premium credit offsets against 
quality debits and states specifically that any premium credits not used are 
obvious that the terms the agreement preclude the ware- 
houseman from asserting claim for cash payment for premiums. 

the opinion this office, therefore, that the warehouseman could not 
sustain suit recover cash the value any unused quality premiums. 


Since CSS, Washington, failed reply Mr. Cole’s memorandum 
March 1955, sent the following teletype dated September 23, 
1955, Mr. Frank Deputy Administrator, Operations: 


This supplements our letter March 1955, which was addressed Marvin 
MeLain, Director, Grain Division, and pertained the open premium account 
which was slightly excess million that date. We, that time also 
furnished bar graph giving breakdown the number elevators and the 
premium and discount balances our books December 31, 1954. 

have recently checked this item find that June 30, 1955, totaled 
$5,386,845 and this date will total approximately million, mostly from 
wheat shipments. far have received reaction from Washington any 
remedial instructions. This situation was also discussed with Washington officials 
here our area meeting last spring. 

This tremendous increase the premium account has been brought about 
premiums for the shipment higher test weight and higher protein wheat than 
called for the warehouse receipt. not believe that the premiums estab- 
lished because better test weight should considered realistic since normal 
handling low-test weight wheat has been known increase the test weight 
from pounds per bushel. also wish point out warehousemen par- 
ticularly the States North and South Dakota not report the true protein con- 
tent the wheat and usually report what they personally indicate average 
protein content. 

would appear from the rapid buildup the premium account through the 
delivery higher protein wheat than called for the warehouse receipts that 
the protein content reported the warehouse receipts has been considerably 
below the actual protein content the wheat. other words, would not appear 
that warehousemen should entitled the privilege off-setting discounts against 
premium account which has resulted from conditions beyond their control with 
respect the increase test weight the wheat and from failure the part the 
warehouseman give producers full credit for the protein content the wheat. 

Please advise whether not such premium accounts may considered 
unrealistic and may disregarded making settlements under the UGSA, 
any other comments instructions wish issué regarding this situation. 
[Italics 


Mr. McGregor, teletype dated September 30, 1955, the Minne- 
apolis office, answered Mr. Cole’s memorandum March and tele- 
type September 23, 1955, follows: 

* * * * 


The provisions both the 1952 and 1954 uniform grain storage agreements 
have been similar with respect handling over and under deliveries quality 
from warehouses which not have official grades. change can made until 
the current contract terminated. Consequently, you may not disregard over 
delivery settlement under the UGSA. This section the agreement has been 
the subject lot discussion the negotiation meetings. Protein your 
area amplifies the problem. This section will discussed the director’s 
meeting Portland next month. You should prepared offer your recom- 
mendations for overcoming this problem that time. 


Mr. Cole advised teletype dated December 12, 1955, that the 
net credit balance the premium account December 1955, 
was $8,160,079.51. 

One official the Minneapolis commodity office advised the staff 
that has farm which raised high-protein wheat evidenced 
laboratory analysis which obtained. stated that the ware- 
houseman whom delivered his wheat would only issue ware- 
house receipt for what considered the station average which 
was approximately percent less protein than the wheat delivered. 

Audit Report No. (12) dated March 30, 1955, issued 
the Dallas area audit division indicated: 


Our examination warehouse receipt disclosed that the protein con- 
tent wheat had not been clearly specified considerable number these 
documents. 

* * 

addition the above, examined representative number ware- 
house receipts issued country warehousemen, which the protein content 
wheat was not clearly specified. had been informed the custodian that 
exceptions had been received the Kansas City CSS commodity office from cer- 
tain warehousemen concerning the protein listings Forms CCC 552, Trust 
Orders, transmitting warehouse receipts applied against loading orders. 
These exceptions appeared have arisen the result the wording ware- 
house receipts issued these warehousemen with respect the protein content 
wheat acquired CCC loan maturity dates. 

* * * 

(a) had been the practice the Kansas City CSS commodity office record 
the numerical percentage protein indicated the warehouse receipt. Where 
this information varied with that unloading inspection certificates, authority 
correct the warehouse receipt was obtained from the warehouseman. For 
example, the warehouse receipts contained such wording not less 
than 14.0 the protein was recorded the commodity office 14.0 per- 
Likewise, cases where the warehouse receipt contained such wording 
not over 13.0 any other specific numerical percentage, such 
percentage was also recorded. protein percentage was shown, 
protein was recorded. the warehouse receipt contained the words “Protein 
age was shown, such was recorded. The warehousemen complained 
that, according their records, lower protein content prevailed many cases 
and they expected deliver grain with lower protein content. 

(b) This situation was discussed officials the Washington, State ASC, 
and Kansas City CSS commodity offices meeting held Kansas City from 
March 1955. this meeting corrective measures were formulated 
prevent recurrence the future similar controversies and clarify the status 
the warehouse receipts presently possession CCC. was determined 
that: 

(1) Where specific percentages were shown the warehouse receipts such 
12.0, 13.0, 14.0 other percentages, the case may be, the warehousemen will 
required deliver wheat containing such specific percentage protein 
penalized for quality deficiency where lower grades are shipped against loading 
orders. 
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(2) those cases where warehouse receipts contain inadequate notations 
will made obtain specific statements from the warehousemen. 

(3) the future, when warehouse receipts, presented collateral for loans, 
not show the specific protein content the wheat, county committeemen were 
instructed deny approval the loans, until this information affixed 
the warehouse receipts. 

* * + o* + ~ * 

March 2-4, 1955, meeting was held between representatives 
CSS, Washington, State ASC offices and the Kansas City com- 
modity ‘office Kansas City, Mo. Minutes this meeting contained 
the following reference the fact that protein not always shown 
warehouse receipts: 

Mr. (Carl M.) Heaton (Chief, program operations division, Kansas City 
commodity office) raised the subject protein arehouse rece ipts 
issued country warehouses, saying that some country warehousemen show 
and some don’t. the producer insists having the protein shown his 
warehouse receipt, additional amount may due the producer under the loan 
for the value such protein. Separate loading orders are issued for warehouse 
receipts calling for protein and for those that not. Warehouseman responsible 
under the UGSA for shipping within 0.3 percent protein stipulated the 
loading order. protein settlement will made the loading order, protein 
stipulated. 

Mr. Booz (representative Kansas State ASC office) said question pro- 
tein had arisen the western part his State. Some warehousemen are refusing 
aecept the grain the producer insists protein. The question what 
with the some the farmer has had protein 
analysis and the warehouseman will not give credit for it. 


Fairly representative 

The term “fairly was incorporated sections 
and the 1954 uniform grain storage agreement. Section 
“Obligation maintain stocks was revised 1954 
that the warehouseman was only obligated maintain stocks fairly 
representative the quality that was obligated deliver 
evidenced warehouse receipts. Prior 1954 the wording the 
UGSA was such that effect the warehouseman was obligated 
maintain stocks equal those evidenced warehouse receipts. 

Section Out the 1954 agreement pro- 
vides that the warehouseman shall required load out grain that 
fairly representative the quality called for the loading order. 
does this, the commodity office may not reject his shipment. 
Discounts are, however, applied for grading factors which are 
variance with the warehouse receipts. Prior 1954 the warehouse- 
man effect was required load out grain equal that called for 
the warehouse receipts, and failed so, the commodity 
office could reject his shipment. 

many settlements load outs controversy regard the right 
rejection. 

Minutes the meeting held with the trade February 1954 
included the following comments with respect the trade’s desire 
use the words the 1954 agreement: 

* * * * * * * 


Mr. suggest you give serious consideration the elimina- 
tion the words “equal and pick the language which you have placed 
section would read “is fairly representative such uniform grade and 
quality,” 


Mr. (Assistant Solicitor). want put you the grill 
biton that. You stated that your problem with long time storage which 
you contemplate the future and you are probably right. the past year 
year operations, least from all have heard, you have fairly successful 
the weighted average what was called for the loading orders or, 
not successful the time around, guess would get little adjustment 
made the loading order the form the warehouse receipts surrendered 
you. Now want sort pin you down bit, Bob. 

Let’s leave total damage and total foreign material out for the moment, 
but insofar meeting the weighted average what you say about wheat other 
classes? you think you need leeway that? don’t see that that has any 
relation long time storage. 

Mr. think fairly representative the quality that 
are covered 

Mr. trying get what representative. can see where 
variation total damage and variation foreign material would have bearing 
increase moisture increase other grains would have bearing 
you exclude those you might have talking point 
the other. 

Mr. Pat, there clear-cut answer your question except 
that nothing other than delivery the numerical grade takes care the ware- 
houseman satisfactorily. said the January meeting and think the 
December meeting that what were attempting actually was put into 
language what Commodity was actually doing practice. 

Now Commodity not rejecting cars which are slightly below the weighted 
quality average factor which you surrender the cars, and you figure them out. 
They are figured out four decimal points. superintendent has finger 
that good. want pattern the thing pretty largely after what Commodity 
actually doing practice. You are not rejecting them practice with few 
exceptions, and far know the exceptions have been those which you can 
number the fingers hands, carload quantities. You are accepting 
cars which meet the numerical grade and which are fairly representative the 
quality called for the receipts. 

Mr. Well, perhaps not your case, Bob, but have feeling that 
the right rejection being there has been the reason that has not been neces- 
sary exercise the right. 

Mr. are not withdrawing the right reject. 

Mr. Well, no, but you base “fairly you have 
define “fairly 

would like ask you, and not speaking for the Department, the 
right rejection were removed cars which failed meet the average the 
loading order failed meet the average total damage total foreign material 
but did meet the average wheat other classes, total moisture and wheat 
other grains under those classes and there would this right rejection, would 
you have too much complaint it? 

Mr. not believe that warehousemen would willing 
spell this thing out the basis what factors should square and what should 
not. think their feeling and talking about the “fairly covers 
evervthing. That covers test weight, moisture, wheat other classes, foreign 
material, damage. 

Mr. Other kinds grain? 

Mr. No, because your quantity, grade, and class all spelled 
out, but your other classes may present within numerical grade, there 
allowable factor that particular grade. They have been there the first 
instance. They may there clear grades where they are now shown the 
inspector, where car sold two grades and there notation wheat 
other classes other grains foreign material. 

Mr. Well, but wheat came into your country from another area 
where wheat doesn’t have Red Durham there and loads out percent 
Red Durham long did not have more than percent would have 
take and would take tremendous financial whipping it. Can you 
call that representative’’? 

Mr. book, no, personally, and not think you would 
find that the pattern warehousemen all. think you have got situation 
now where maybe you gentlemen who are presently here today may not the 
ones who are going determine how this contract going made apply 
when the contracts are made out. 
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Mr. That why think ‘‘fairly bad. 
* 


Warehousemen’s Liability for Broken Grain 


The 1954 Uniform Grain Storage Agreement contains provision 
which was not previous years’ agreements which limits the liability 


the warehouseman for broken grain. Section (h) provides: 


Notwithstanding any other provisions this agreement, Commodity shall 
not have right reject grain solely because grade quality deficiency 
resulting from breakage corn, soybeans, and grain sorghums, and the ware- 
houseman shall not liable for the value such deficiency, such breakage 
was unavoidable and not the result the warehouseman failing exercise due 
care provide appropriate warehousing services. 

The effect section (h) that the warehouseman will not 
penalized for breakage corn, soybeans, grain sorghums which 
result from proper handling and warehousing. 

CCC inventories are held commingled basis, splits and 
brokens may the result the warehouseman’s overall operation. 
Though CCC warehouse receipts may call for No. the warehouse- 
man would not held responsible for lower grades due splits and 
brokens. would difficult determine that splits and brokens 
resulted from other than good warehousing practices. 


Service charge (anniversary payment) 


The 1954 UGSA incorporated the following paragraph with respect 
anniversary payment which was not previous agreements: 

service charge, the amount the applicable receiving charge column 
(6) grain received rail water and the amount one-half the applicable 
receiving charge column (3) grain received truck, shall accrue each 
anniversary the date deposit falling after the 1954 renewal date (May 
June 30), and shall payable with other charges accordance with section 
the agreement. 


The anniversary payment ranges from cents per bushel 
according commodity and area. payable even though the 
grain storage for only day past calendar year. According 
Mr. Lloyd Case, anniversary payment was established afford 
additional revenue country elevators for the loss commercial 
business which they could not handle because CCC inventories 
blocked their facilities. Further, this payment was reimburse the 


elevator for the additional cost for caring for grain carried 


over into second storage year. 

The staff desires point out that the anniversary payment based 
upon the age warehouse receipts and not the age the grain 
storage. Under the original concepts the UGSA all grain, whether 
CCC commercial grain, when commingled would considered 
equal basis. Under such conditions facilities are not blocked 
and turnover may obtained. like grain refreshed from year 
vear consistent with the turnover provided the warehouseman’s 
commercial operations through CCC warehouse receipts may 
years old. 

CSS officials when discussing operational aspects the UGSA 
showed tendency reason the age warehouse receipts (paper) 
rather than commingled operations contemplated under UGSA. 

review the minutes the negotiation the revised 1954 
Uniform Grain Storage Agreement indicated the same reasoning pre- 


vailed. the age warehouse receipts was indicative the age 
the grain, elevator would have considerable difficulty keeping CCC 
grain good condition. the grain, for instance, was years old 
like the warehouse receipt, additional turning, aeration, and condi- 
tioning would required. However, warehouse receipts are not 
necessarily indicative the age the commingled grain and under 
normal operations elevator stocks are refreshed during the year and 
even year year. 

Mr. Gordon Shields, Acting Chief, Field Operations Division, 
Portland Commodity Office, advised the staff that normal elevator 
operations turnover keeps inventories new-crop basis. 

The following table compares the anniversary payment payable 
certain commodities when they are received truck and rail. 


Received 


Received truck percent 


receiving charge appli- 

Commodity country elevators but in- 
tended for country eleva- 


tors (cents per bushel) 


one interviewed the various commodity offices could explain 
why the anniversary payment was based the receiving rate. All 
acknowledged that when grain received truck terminal the 
application one-half the truck receiving rate gives the terminal 
approximately 100 percent more for storing grain such wheat and 
grain sorghums than would have received had the same grain been 
received rail. All acknowledged that the method the receipt 
grain terminal could not justify differential the anniversary 
payment for the same kind grain. 

The staff the opinion that anniversary payments are 
made terminals there should differential for truck and rail 
receipts terminal position and the anniversary payment should 
prorated over the ensuing storage year. 

the absence complete cost study the staff cannot determine 
the reasonableness anniversary payments made country elevators. 
However, the staff does question the payment approximately 
cents per bushel the start the second storage year this en- 
courages warehousemen delay load-out orders collect the anni- 
versary payment. obtaining delay few days the end 
the first storage year, the country warehouseman may collect 
anniversary payment which represents percent the initial 
receiving rate. This represents additional payment over and above 
payments provided for previous agreements. anniversary 
payment the country elevator justified, should prorated 
over the second storage year. 

the meeting held with the trade February 1954, CSS suggested 
the anniversary payment proposed the trade prorated over the 
entire year. The minutes this meeting indicated: 


Mr. Only one item, Marvin, which thinking over last night 
had neglected say connection with your earlier proposal lieu our sug- 
gestion for flat cents per bushel service charge the beginning con- 
tinuing storage period; that is, the beginning the second year. discussing 
your proposal one-tenth cent per bushel per month cumulative basis with 
our terminal people, our accountants raised their hands horror being another 
complication figuring this one-tenth cent the various runoff 
dates over period and that their judgment flat charge the beginning 
the period would very much easier handle and would minimize considerably 
the accounting efforts. toss that because had failed yesterday. 


* * * * * x * 


CSS approved the payment the entire anniversary payment 
the beginning the new storage year even though the grain trade 
always deals fractions. 

The Portland commodity office was requested compute the 
anniversary payments made tidewater terminals the area covered 
that office during the period May 19, 1954, through June 30, 1955. 
The Portland office advised that since its accounting proce 
not provide for the segregation anniversary payments the most 
equitable method computing such payments would review 
both the warehouse receipts surrendered during the year and the 
warehouse receipts supporting the inventory June 30, 1955. 
Based this review the Portland office advised that had made the 
following anniversary payments tidewater terminals: 


Port Stockton Grain 11, 302. 


The above terminals represent very small fraction the many 
tidewater terminals, inland terminals, and subterminals located 
other areas the country which may have received anniversary 
payments. Further, attempt has been made compute the cost 
anniversary payments made country elevators. 


RATE STRUCTURE UNDER THE UNIFORM GRAIN STORAGE AGREEMENT 


There set out further below the 1954 rate structure which 
currently effect: 


accordance with section (b) the above-numbered 
those cases where prepayment charges has not been made the 
producer the amount the provisional payment with respect each 
kind grain owned commodity shall amount not exceed 
the receiving charge plus the first 120 days storage charges the 
rates set out above. the event prepayment storage charges 
has been made the producer, the amount the provisional pay- 
ment shall not exceed the amount receiving charges indicated above. 

The annual periods referenced (4) and (7) the above 
schedule are the periods beginning the date the grain was deposited 
the warehouse, became subject the terms the agreement 
store, and each anniversary such date that the grain remains 
store. the case grain store the effective date the above 
schedule rates (1954 renewal date the agreement), the rates set 
out the above schedule shall apply, such effective date, 
beginning the point the rate structure which would have been 
reached during the current annual period the above schedule had 
been effect from the date deposit the grain. 

following additional rates shall 

service charge, the amount the receiving charge 
(6) grain received rail water and the amount 
1/2 the applicable receiving charge column (3) grain received 
truck, shall accrue each anniversary the date deposit falling 
after the 1954 renewal date (May June 30), and shall 
with other charges accordance with section the agreement. 

Direct transfer cents per bushel. 

Customary port authority mandatory charges where grain 
received port location. 

Accepted: 


Country elevator 


The portion the above rate schedule, grain received truck, was 
intended apply country elevators because country elevators 
normally receive producers’ loaned grain, purchase-agreement grain, 
bin-site grain truck. 

The following summary the increase storage rates and 
and out handling charges for grain received truck during the 
period 


Cents per bushel, 
to area 


1940 1954 
rye, soybeans: 
Corn: 


(Date) 
(Warehouseman) 


Flax, grain sorghums, barley, and other grains have had approxi- 
mately the same percentage increase storage and handling rates 
the above grains. addition the above-indicated rate increases, 
anniversary payments were provided for the 1954 agreement. 


Terminal elevator 


The portion the above rate schedule, grain received rail 
water, was intended apply terminal elevators because when the 
format UGSA was first set terminal elevators received grain 
almost exclusively rail water. The rates under this portion 
the UGSA have increased follows during the period 


Cents per bushel 


1940 1954 
heat, rye, soybeans: 
= 
orn: 


The rates for handling and storage other grains have increased 
approximately the same ratio the rates set out above. Unlike 
the rate for grain received truck, the rate for grain received rail 
barge does not vary area. addition the increase rates 
indicated above, the 1954 agreement provided for the payment 
anniversary charge. 

terminals receive large-volume truck receipts the movement 
CCC inventories from country elevator position they 
are paid the basis grain received truck, which rate was 
intended applicable country elevator’s producer receipts. 


COMPARISON RATES FOR TRUCK AND RAIL RECEIPTS UNDER 
UNIFORM GRAIN STORAGE AGREEMENT AND PUBLISHED TARIFFS 


The staff reviewed published tariffs applicable tidewater termi- 
nals the west coast and gulf ports. For the most part under 
published tariffs the truck receiving rate only cents per ton higher 
than the rail receiving rate. Compilation all relative data indicates 
the following: 

Rail 

(a) The terminal published tariffs for rail receipts for in-and-out 
handling charges are few mills higher than the corresponding rates 
prescribed the UGSA. 

Storage rates under the UGSA, however, are higher than those 
prescribed published tariffs. When storage charges for year are 
considered along with handling charges, the rail published tariffs and 
the rail UGSA rates are comparable. 

(c) addition, anniversary payments are made under the UGSA 
which are not made under published tariffs. 


Truck 


(a) The UGSA handling charge for grain received truck 
approximately 100 percent higher than the in-and-out handling charge 
for grains such wheat, grain sorghums, and soybeans, received 
truck under published tariffs. This increase after for 
the days’ free storage provided for the UGSA. 

(b) The terminal published tariff rate for vear’s storage less than 
the UGSA storage rate. 

(c) Anniversary payments are made under the UGSA which are not 
made under the published tariffs. 


UTILIZATION MOTOR CARRIERS 


The staff desires emphasize does not favor one type trans- 
portation over another. most instances rail transportation 
desirable and necessary because the need protect transit. Any 
statements made concerning truck movement grain refers the 
movement large motor carriers from CCC country elevator inven- 
tory position terminal position and not small truck movements 
from farm country elevators. The staff interposes objection 
the truck receiving rates country position. 

The potential for economic movement CCC grain truck applies 
many areas which have not been fully developed CSS due the 
restrictive nature handling charges prescribed the 
some areas California commercial grain has moved truck 
tidewater terminals for many years. Further, large volume 
grain has moved motor carriers the Portland, Seattle, and Dallas 
areas. 

The staff takes issue with the fact that provision has been made 
to: 

Take advantage lower motor transportation rates certain 
localized areas wherein protection rail transit not 

Relieve shortage when motor transportation could have 
been obtained the same less cost CSS. 

Provide for rate structure which would fairly compensate 
terminal elevators for truck receipts, especially when 
terminal published tariffs for truck receipts are considerably less. 

Indicative that CSS, Washingten, was aware subsequent the 
staff’s 1952 report that published tariffs for truck receipts provided 
rate structure much lower than the UGSA, the fact that the Port- 
land office teletype August 27, 1954, Mr. Marvin MeLain, 
stated: 

Truck receiving charges commercial grain are cents per ton 
over rail receiving. 

This has been historically true this area. [Italie 

Further, the Dallas commodity office July 16, 1954, sent the 
following teletype the Grain Division Washington: 

line with telephone conversation July 12, are requesting that 
granted authority amend port terminal warehouse UGSA contracts provide 
for truck receiving rate cents per bushel, and loading out charge three- 
fourths cent per bushel, with days free storage. This line with the port 
warehouse published tariffs and agreeable all the applicable port terminal 
warehouses who are equipped receive grain truck. This would only apply 
CCC-owned grain moving into port terminals under CCC loading orders. 
Any grain moving producers warehouse receipts for loans would remain 


the current UGSA rates. This request being made order that CCC can take 
advantage lower truck rates. recently had large movement grain sor- 
ghums port terminals truck. The port warehouse agreed accept this 
the published tariff rates since was coming large truck lots and they were able 
obtain official weights and official grades these truck lots, the same currently 
done for commercial grain. Truck handling causes some additional work compared 
rail; however, does not justify full rate currently provided under the UGSA. 
you approve propose only issue supplement port terminal ware- 
house current contracts providing for delivery grain port terminal warehouses 
CCC these rates. this authority not granted will not allow CCC 
take lower truck rates the area adjucent port terminals. our 
recent movement Corpus country warehousemen were very satisfied with 
the truck movement and prefer for CCC move their grain truck into port terminals 
rather than using rail Truckers this area are guaranteeing full 
weights from origin destination. Therefore, shippers ure not subject loss 
transit they are under rail shipments. Also, the use trucks the Corpus 
Christi area the early part the grain sorghums export sales program were 
able meet some carly vessel liftings which could not have been met rail shipment. 
Please advise your earliest supplied.] 

CSS, Washington, authorized the Dallas office negotiate rates 
with terminals set forth the Dallas teletype. 

Mr. Moseley, director the Dallas commodity office, advised 
this staff that the UGSA handling rate for wheat and milo the 
Dallas area amounts total cents whereas the published 

tariff rate amounts only cents. 

Mr. Moseley advised the staff memorandum dated October 
11, 1955: 

Flat wheat, which wheat received country elevator truck that has 
never moved rail, will bring the highest price since can move any direction 

* 


and can also shipped truck. 
* * * 


there are large number trucks available, wheat can trucked the gulf 


about cents per bushel cheaper than rail. When trucks are searce drops 


Mr. Moseley advised memorandum dated October 1955: 

(e) our opinion the truck receiving rates the UGSA should apply primarily 
receiving stations, such country elevators, where official weights and grades are 
not available and where lots are received small quantities from producers. 
appears that lower rate should apply locations where deliveries are made 
large semitrailer truck lots from tons per lot where official weights and 
grades are available. This movement would primarily when CCC-owned 
stocks are being reconcentrated truck movement, and would not affect the 
regular UGSA truck receiving rate grain received warehouses direct from 
farmers small truckload lots. 

(f) believe that the same rate structure should used the east coast 
currently being used Texas gulf export terminals, which would make 
more economical movement grain from North and South Carolina into Norfolk, 
Va., truck. believe that our suggestion item (e) adopted will take 
the entire area. supplied.] 


Officials the Portland office were cognizant that published rates 
were lower than for UGSA truck receipts, but had not requested the 
Grain Division Washington authorize the Portland office 
negotiate rates with terminals such the Dallas office had done. 
Neither had CSS officials Washington informed the Portland office 
the negotiations conducted the Dallas office. 

Tha rail-car shortage during the period heavy grain movement 
1955 required the utilization motor such 
carriers were required the Portland office transport wheat 
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rates which were cents per bushel less than the rail transportation 
rate, order make the difference between the UGSA rail and 
truck receiving rate terminal positions. Each loading order con- 
tained the following notation: 

Delivery instructions: Ship truck rail: rail, ship CCC Interbay, 
Wash., for inspection and diversion. truck (use regulated carriers), ship 
CCC export elevators Seattle, Tacoma, Longview, Wash. The truck 
rate cannot exceed the rail rate less cents per hundredweight (4% cents per 
bushel) from the nearest shipping point the point destination. 

The staff was informed officials the Portland office that the 
cents per bushel penalty which had placed shipments 
wheat motor carrier represented the difference between the truck 
receiving rate and the rail receiving rate under UGSA terminal 
position. 

Officials the Portland office further advised that this penalty had 
been approved CSS, Washington, and was the penalty used 
CSS, Washington, establishing loan rates terminals. The staff’s 
opinion that such restrictions should not apply movement 
CCC-loaned grain from country warehouse tidewater terminal. 

The staff desires point out that, when the penalty cents 
per bushel was computed, CSS, Washington, failed consider the 
loadout charge for grain received truck which one-fourth cent 
less than the loadout charge for grain received rail. Further, 
consideration was given the fact that the initial receiving charge 
under the UGSA for grain received truck includes days’ free 
storage which amounts one-half cent per bushel. Therefore, the 
penalty should have been computed cents per bushel instead 
cents per bushel. Any motor carriers transporting grain 
the Portland area, therefore, have been penalized three-fourths cent 
per bushel and any producers who have delivered their grain directly 
terminal position truck have likewise been penalized unneces- 
sarily three-fourths cent per bushel. Such penalty incorporated 
the loan structure order discourage producers from delivering 
grain directly terminals. 

During many years more economical transportation motor 
carrier has been precluded because transportation rates the Portland 
area must cents lower than the rail transportation rates. The 
grain that has moved motor carrier has resulted the payment from 
100 percent more the form receiving rates the terminals than 
would have been paid under the published tariffs. doubt there have 
been numerous instances wherein motor transportation rates have been 
less than rail transportation rates but motor transportation could not 
utilized because the differential was less than cents per bushel. 

would impossible estimate the amount the excessive 
payments which have been allowed over the years terminals be- 
cause the disparity between the truck and rail receiving rates. ‘The 
Portland office was requested compute the additional amount 
terminal elevators received for receiving truck shipments under the 
UGSA rate structure compared what they would have been 
paid under published tariffs. The director the Portland Office 
advised the staff memorandum dated October 31, 1955, that for 
the period May 19, 1954, June 30, 1955, the sum $102,611.52 
was paid under the UGSA terminals receiving charge for wheat 
and barley received truck. Under the terminal published tariff 


$39,494.70 would have been paid. The difference amounts 
$63,116.82. equitable truck receiving rate for terminals have 
been incorporated the UGSA, commodity offices had been 
instructed negotiate lower truck receiving rates more line with 
published tariff rates, the savings that would have accrued CSS 
all areas would have been considerable. 


INTERVIEWS WITH THE TRADE 


Mr. Arends, general manager the West Coast Wharf 
Storage Co., West Oakland, Calif., advised the staff October 
1955, that the truck receiving rate under the UGSA was 
said called the disparity between the UGSA and terminal 
tariffs the attention CSS officials few ago. Mr. Arends 
said due this disparity the Portland office was precluded from 
utilizing available motor transportation because the high truck 
receiving rate under the UGSA. Mr. Arends stated that order 
move grain his company voluntarily agreed handle 2,000 tons 
the published tariff rates rather than the UGSA rate structure for 
the Portland office. stated that commercially the movement 
grain from country position terminal the California area was 
predominantly motor carrier. Mr. Arends stated that would 
agreeable accepting published tariff rates lieu UGSA rates 
for truck receipts but would not include the 10-day free storage which 
included the UGSA rate structure. 

official the Portland office stated that had constantly en- 
countered trouble obtaining rail transportation meet shipments 
and confirmed Mr. Arends’ statement that CSS could not utilize 
motor transportation because the high terminal receiving rate 
under the UGSA, even though motor transportation could obtained 
equal less cost CSS. 

Mr. Willard Richards, general manager, North Grain 
Growers, Inc., 333 Southwest Oak Street, Portland, Oreg., was inter- 
viewed October 19, 1955. 

Mr. Richards advised that had been associated with the Grain 
Division CSS for years until 1946. stated that his company’s 
Astoria terminal was not equipped for truck receipts. Mr. Richards 
could not justify the UGSA truck receiving charge for grain received 
terminal position except say that terminal wages are generally 
higher due unions. Mr. Richards advised that his company has 
subterminal Kennewick, Wash., which has truck dump. The 
combined in-and-out published tariff handling charge cents, which 
considerably lower than the UGSA handling charge for truck 
receipts. 

October 24, 1955, Harold Anderson, senior partner, Anderson 
Elevator Co., Toledo, Ohio, was interviewed the staff. 

Mr. Anderson advised when Anderson Elevator Co. was started 
years ago, had capacity 500,000 bushels. the present time 
his elevator has capacity million bushels. said his elevator 
both country and terminal elevator that performs the functions 
both some extent. 

Mr. Anderson said his elevator set handle truck receipts 
grain very efficiently. has truck dumps, being dumps for 
small trucks and being dumps for large semitrucks. elevator 


can receive truck grain the rate 25,000 bushels per hour, and 
one 24-hour period received 266,000 bushels grain from 1,277 trucks. 
About 200 bushels the average-size delivery received his elevator. 
However, truckloads high 500 bushels are frequently received. 
Mr. Anderson estimated that during the current year, his elevator will 
receive million bushels grain truck compared approxi- 
mately million bushels rail. said while his rail receiving 
operation not efficient his truck operation, was his opinion 
that even was set handle rail receipts most efficient 
manner, would still able handle truck receipts just 
efficiently, not more so. 

With reference previous statements made this report, with 
respect the anniversary payment, that facilities are not necessarily 
blocked result CCC operations, noted that the capacity 
Anderson Elevator will have turned over approximately three times 
during the year 1955. Therefore, the grain will have been refreshed 
during the current vear even though Anderson Elevator may hold- 
ing warehouse receipts CCC which may more than old. 
such the case, Anderson Elevator would receive anniversary 
payment even though its stocks will have turned over three times. 

Mr. Anderson further advised the staff that there are hundreds 
country elevators the area from which received grain. Most 
his receipts come from producers who truck the grain from normal 
radius 150 miles around his elevator. However, occasion has 
received grain from producers far 300 miles from his elevator. 

Mr. Anderson stated the present period transition period for the 
country elevator. Many the country elevators are old, have poor 
equipment, and extremely small capacity. expressed the opinion 
the country elevator longer essential was the days 
before the advent modern roads and large trucks. Particularly, 
the small, antiquated elevators cannot meet present-day competition. 

Mr. Anderson stated that daily broadcasts over six radio stations 
throughout Ohio inform the farmer the prices which his elevator will 
pay for producers’ grain brought the elevator truck. oc- 
will give the producer free storage for some period time 
will make drying charge. Because the truck receiving rate 
under UGSA can allow the producer cents cents per bushel 
services, e., free storage, which the producer cannot obtain 
his local country elevator. explained the truck receiving rate 
for wheat amounts cents per bushel and the load-out rate 
amounts one-half cent per bushel, total cents per 
bushel. Mr. Anderson said several large co-ops approached him 
the past and have asked him widen his margin because his com- 
petition was hurting the co-ops. said refused so, stating 
that was for the 

Mr. Anderson stated that elevator’s profit derived from the 
following sources, which cited their order importance: 

UGSA truck receiving charge. 
Blending operations. 

Hedging operations. 

UGSA storage charges. 

Mr. Anderson said his opinion the truck receiving rate was 
too pointed out that the truck receiving rates for corn and 
wheat substantially different. stated could never under- 
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stand this disparity but said that the truck receiving rates for both 
corn and wheat were too high. Mr. Anderson said that would 
willing sit down with any group which desired negotiate new 
truck receiving rate. 

Mr. Cecil River, general traffic manager, Consolidated reightways, 
2116 Northwest Savier Street, Portland, Oreg., was interviewed 
October 18, 1955. Mr. River stated that the spring 1954 the 
trucking industry heard that large volume grain was loaded 
into the mothball fleet. was part group which represented the 
truck industry and the Portland office request chance 
haul portion this tonnage. The Portland office objected because 
the paperwork involved, but the truckers devised satisfac tory bill 
lading overcome this objection. The Portland office staff then 
informed the group that the truckers could handle portion the 
grain moved the mothball fleet but the truckers would have 
penalty which represents the difference between the 
handling charge terminal position when grain received truck 
compared rail receipts. 

Mr. River stated that some the truckers agreed absorb the 
penalty while others refused so. stated that his 
company did absorb the penalty. Mr. River advised could 
not understand why the truckers had absorb this penalty because 
the terminals which are equipped handle truck receipts can 
economically they can handle rail receipts. had access 
comparative costs, but stated that persons associated with Cargill 
Kerr Gifford, which division Cargill, told him that was 
cheap receive grain truck rail. Mr. River explained that 
the concession cents the Government has forced concession 
the same amount commercial interests certain instances. 
stated that Consolidated would not undercut rail rates the penalty 
cents was removed. 

Officials the Portland office advised the staff that officials CSS, 
Washington, were holding meeting directors all Commodity 
offices Portland October 24, 1955. The staff was informed that 
apparently result the numerous inquiries the staff had made 
concerning the UGSA, the agenda for the directors’ meeting called 
for discussion the uniform grain storage agreement for approxi- 
mately day and staff several occasions discussed the 
1954 UGSA with Mr. Lloyd Case and Mr. Stanley and 
they agreed that many the points raised the staff concerning 
the 1954 UGSA should modified. Mr. Case said that meeting 
was held with the trade November 14, 1955, which 
would outline the trade the changes which CSS was going propose 
for the new agreement. 

memorandum dated December 1955, Mr. Marvin McLain 
advised the staff that some the that were proposed the 
trade included the following: 


truck receiving charge identity preserved grain approximately 
two-thirds the commingled rate. 
Movement Commodity-owned grain from warehouse warehouse 
truck one-half the applicable truck receiving rate. 
Equalizing load-out rates moving one-fourth cent from rail load-out 


rail receiving. 


level per diem rate instead the accelerated rate during the earlier 
period annual storage. 

Dropping the service charge. 

Dropping days free time under truck receiving charge. 

The staff the opinion that the proposal reduce the receiving 
rate identity preserved grain justified that the 
man’s risk identity preserved grain less than when stores 
commingled 

The proposal reduce the receiving rate for CCC-owned grain 
moving from warehouse truck one-half the appli- 

cable truck ree eiving rate accordance with the staff’s opinion 
that the application the truck receiving rate for grain received 
truck terminal results unwarranted payment the terminal 
and precludes economical motor transportation certain areas 
the country. 

The proposal equalize load-out rates apparently results from the 
fact that one interviewed the field Washington could 
justify the one-fourth cent difference between the load-out rate for 
grain received rail and that received truck. Since the rail 
load-out rate applicable terminals, terminals should load out 
grain just economically country CSS removing 
this disparity between load-out rates making them the same, but, 
one-fourth cent, thereby making actual reduction the amount 
paid terminals. 

The effect establishing level per diem storage rate, indicated 
under item above, increase storage rates yearly basis 
$0.0036 for wheat received truck area No. item 
proposes that the 10-day free storage eliminated for grain received 
truck, the total increase storage charges for would amount 
$0.0086 per bushel. For receipts wheat rail area No. 
the effect would increase storage charges $0.0036 per bushel 
per vear. 

The net effect items and would result savings the 
Government because anniversary payment would not paid. 
For wheat that stored for the net increase storage charges 
would $0.0122 per bushel received truck, however, CSS ould 
not pay the anniversary payme which amounts cents. For 
wheat received rail that stored for years. the storage charges 
would $0.0072 higher but anniversary payment the amount 
cents would paid. 

Mr. memorandum says with respect section (a) (ii) 

This section has been completely rewritten fer clarification. does, however 
spell out clearly that only quality deficiencies may offset against premium 
accounts. 

Under the present UGSA there have been instances wherein quantity 
deficiencies have been offset against the premium accounts. 

Mr. memorandum indicated section would 
changed: 


(1) establish values sample grade grain the basis net sales proceeds 
(2) provide that underdeliveries quality may offset only against previous 
overdeliveries and (3) provide for cutoff date for carrying 
quality debits and credits forward. 


the above section changed indicated, underdeliveries 
quality would paid for cash the warehouseman and 
earmarked discount account would set the books the 
commodity office done the present time. 

The staff feels that earmarked discounts are set the books, 
which subsequently may collected when overdeliveries quality 
are made, they tend encourage the warehouseman downgrade 
receipts producer grain order collect the discount. 

The above section also provides for cutoff date for carrying 
quality debits and credits forward. Mr. James Cole has indicated 
memorandums CSS, Washington, that premiums accrued 
the books his office behalf country elevators are not actually 
earned the country elevators. According Mr. Lloyd Case, 
the recordings such premiums the books the commodity 
office tends encourage country elevators deliver poor quality 
grain CCC because they know any discounts assessed against them 
may applied against their premium accounts. this 
proposal step the right direction. 


CONCLUSION THE STAFF 


all the proposals made CSS the trade are adopted the 
new UGSA contract, they will eliminate most the staff’s objections 
the present UGSA. However, CSS proposes make changes 
sections and wherein was substituted 
for “equal Neither does CSS intend make any change 
section (h) which was changed the 1954 agreement reduce 
the warehouseman’s obligation for brokens. 

the staff’s opinion that the new USGA should reviewed 
determine whether has been revised proposed CSS. 


GRAIN 


Inquiry was made the staff determine whether excessive trans- 
portation expense was being incurred the movement grain. The 
staff found that officials CSS had determined during the summer 
1955, between and million bushels corn would 
moved from the Middle West the west coast for storage elevators 
the west coast. Approximately million bushels the corn 
were moved from the State Minnesota. Originally, was 
contemplated that million bushels corn would moved from the 
areas covered the Chicago and Kansas City commodity offices. 
However, this latter figure was subsequently revised downward 
approximately million bushels. 

Inasmuch most the corn moved the west coast originated 
within the area covered the Minneapolis commodity office, the 
staff’s inquiry with respect this matter has been limited such 
corn. 

Mr. Marvin McLain, Director, Grain Division, memorandum 
dated December 16, 1955, stated: 


* * * 


The decision move corn the west coast was made meeting Com- 
modity Stabilization Service and trade personnel held Minneapolis, Minn., 
July 22,1955. During this meeting the storage situation was thoroughly discussed 
and determination made the storage capacity purchased Com- 
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modity Credit Corporation the form steel bins. Mr. Earl Corey, director 
the Portland, Oreg., CSS office, indicated that because decided decrease 
the estimated crops barley and wheat his area there was substantial quantity 
space available and that was feasible that area could take least 15% 
million corn for storage. This quantity represented about one-half 
the surplus storage that area. Because was unlikely that CCC could obtain 
sufficient steel-bin capacity take care the anticipated corn deliveries 
sufficient time accept delivery the corn prior harvest, appeared practical 
move the corn the west coast for storage. 

assurance was given west-coast elevator operators concerning the quantity 
corn which would moved the west coast the time such corn would 
remain storage and contract obligations were entered into. 

The Minneapolis CSS office was instructed August 1955, move corn 
the west coast and the Chicago CSS office was instructed August 12, 1955, 
move corn the west coast. There are about million bushels vet 
shipped from the Minneapolis area the west coast. 

The ocean freight rate from the west coast about cents per 
bushel more than the ocean freight rate from the east coast Europe. This, 
however, does not mean that this disadvantage will apply any all the corn 
shipped the west coast. possible that all this corn may countries 
normally moving grain from the west coast. 

agreement has been made with anyone concerning the position the corn 
stored the west coast. hoped that will possible move the corn 
export. statutory minimum sales price for unrestricted domestic use the 
1955 corn loan rate the point production, plus cents, plus the freight rate 
from the point origin the point storage. The loan rate for southwest 
Minnesota about $1.48 per bushel. The freight rate the west coast varies 
between and cents per bushel. Therefore, the statutory minimum sales 
price would somewhere the neighborhood $2.17 per bushel. 

The corn which was moved the west coast was taken either directly from 
CCC bins from elevators; however, when corn was shipped from elevators 
other corn was removed from bins and placed the elevators from which the 
corn was shipped west. 

There some empty CCC bin space the general area from which the corn 
was shipped the west coast; however. have information which indicates 
that the empty space the same points from which the corn was moved the 
west coast. was the opinion the State committee that there was empty 
bin space resulting from the west coast movement would needed next spring. 
The uncertainty the time delivery and erection new bins made appear 
practical continue shipment the corn. 

The erected cost bins purchased last summer was about 23.1 cents per bushel 
for lowa and 24.3 cents for Minnesota. 


teletype dated December 16, 1955, the Minneapolis office fur- 
nished the following information with respect the shipment corn 
from its area the west coast: 


The initial shipment was made August 1955, and the quantities shipped 
during each 2-week period thereafter are stated below: 


Bushels 
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States from which the corn was shipped and quantity from each State: 

Bushels 
Balance corn shipped the Portland area: about 1,200,000 

Source corn shipped: Bushels 


corn was moved from bin sites replace the corn shipped out country 
elevators. About percent the corn shipped from terminal elevators was 
replaced country corn which, although storable, was not usable the west 
coast movement. 

The preceding teletype indicates that 6,456,000 bushels corn were 
shipped the west coast from the Minneapolis area after October 
1955. further indicates that there still remains shipped 
1,200,000 bushels corn December 16, 1955. The maturity 
date corn loans July and producers have months deliver 
their corn under loan CCC. Therefore, October 1955, CSS 
should have been position determine whether would neces- 
sary ship additional corn the west coast because lack storage 
facilities the Middle West. 

was indicated section this report that within four States 
the Middle West, including Minnesota, there was empty bin capacity 
excess 110 million bushels. 

his memorandum Mr. McLain indicated that the corn moved 
the west coast would have sold the formula price the do- 
mestic market which would approximately $2.17 per bushel. This 
price would include freight the amount between cents and 
cents per bushel. Since Mr. Earl Corey, director the Portland 
office, advised that the domestic market price for corn his area 
was approximately $1.59%, CCC, least for the present time, will 
unable sell storable corn being moved the west coast the 
domestic market. 

Mr. said his memorandum that all the corn being 
moved the west coast may sold countries which normally im- 
port from the west coast. stated, therefore, that the ocean freight 
rate differential for shipment from the west coast Europe, about 
cents per bushel, may not penalty against this corn. 

Mr. Jack Tripp, Deputy Director, Grain Division, acknowledged 
that the Department Agriculture had export program the 
present time for the corn being moved the west coast. further 
acknowledged that during the past several years only approximately 
million bushels corn have been exported off the west coast and 
this corn was sold Japan. stated that Japan normally not 
buyer corn but that India which buys milo might buy some corn 
inasmuch corn has similar feed value milo. 

Mr. Robert Enloe, assistant vice president, Continental Grain 
Portland, Oreg., advised the staff that during July 1955, became 
apparent that there would about million bushels empty 
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storage space the Northwest because percent crop failure. 
Many new warehousemen had heavy investments storage facilities 
and were desirous getting corn moved the west coast. Mr. 
Enloe said his company had recently built 2,800,000 bushel capacity 
flat storage structure which cost approximately $500,000, about 
cents bushel. stated this storage structure was equipped 
turn corn, and Continental Grain Co., will store corn shipped from 
the Middle West this structure. 

The staff the opinion that based upon the empty bin capacity 
which was known have existed October 1955, CSS should 
have known then that there was real need ship additional corn 
the west coast. Actually, this determination might well have been 
made earlier date. Further, the staff believes that rather than 
incur between cents and cents per bushel transportation costs, 
would have been better have stored such corn the Middle West 
even though the bins were somewhat out line. The staff questions 
the advisability incurring transportation costs which represent 
approximately twice the amount that additional bins would have cost. 
Such bins could have been obtained had been determined 
early enough date that the bins would necessary. indicated 
herein, apparent that the additional bins were not necessary, 
least not October 1955. 

the past the policy CCC has been utilize commercial 
storage space preference empty bin site space within local area. 
now appears that this policy utilizing commercial storage space 
preference empty CCC bin space has been extended national 
basis considerable cost CCC. 


The staff reported full this subject set out pages 1—5 
interim report prepared the staff June 1952. 

Page 1274 the Hearings Before the Subcommittee the Com- 
mittee Appropriations, House Representatives, 84th Congress 
states with respect the 1952 investigation: 

* * * 

The Chicago, Minneapolis, and Kansas City Commodity Offices have paid 
approximately $411,500 commissions cash grain merchants for sales made 
through them during the months ended April 30, 1952. appears that the 
practice dealing through such agents based upon the Secretary’s determina- 
tion that private trade facilities should used wherever possible preference 
direct handling the Government. According the investigation report, 
officials the Chicago office were the opinion that the services these com- 
mission merchants could dispensed with and that their function could han- 
PMA more effectively and with comparatively little increase 
personnel. Such officials also believe that better prices could obtained 
PMA personnel some cases than those obtained commission merchants. 


The USDA’s answer the above problem was: 


The Secretary commenting this point indicated that was 
giving careful consideration the possibility discontinuing the use com- 
mission merchants the Chicago area. 

* * * 


During the current survey the staff made further inquiry concerning 
the extent which commission merchants are utilized. The table 
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below reflects the commissions allowed during the period July 1954, 
June 30, 1955: 


Cars Commission 


Approximate, based average number bushels per car. 


The Chicago, Kansas City, and Minneapolis Commodity Offices 
allow commissions terminal track sales; the Dallas and Portland 
Commodity Offices not use commission merchants. 

addition commissions allowed track sales the Minneapolis 
area, under the wheat consolidation program, terminal market com- 
missions are allowed the country elevator CCC country stocks 
sold the country elevator. These commissions are allowed the 
theory that the country elevator will move the wheat acquired from 
CCC through normal trade channels sold the Minneapolis 
grain market. Personnel the Minneapolis office stated they were 
opposed the allowance terminal market commissions sales 
the country elevators. They were the opinion that considerable 
amount the wheat acquired the country elevators would not 
move and sold the terminal market, but they advised there 
was way determine the time the sale whether the country 
elevator would sell the wheat locally inland mill. 

Additional information concerning commission merchants the 
Minneapolis area will set forth supplemental report relating 
the exchange programs the Minneapolis area. 

official the Chicago Commodity Office, memorandum 
this staff, dated May 22, 1952, set out the 1952 report, made this 
statement: 

You have also requested opinion regarding the Commodity Division 
merchandising CCC grain without the services the Cash Commission Mer- 
chants. convinced that the Commodity Division could dispose CCC 
grain without the services Cash Commission believe the records 
indicate would much less costly the Corporation, sales CCC grain 
were made direct the Corporation; not only from standpoint the com- 
mission charges, but believe that this office does have wider number outlets 
for the sales CCC grain. The Cash Commission Merchants outlets are mostly 
confined areas adjacent their market. have experienced times when our 
Commodity Division has been able get better prices about cents per bushel the 
sales made this office, against sales like quality grain handled for 
the Cash Commission Merchants Chicago the same day. There have also been 
times when the marketing specialists our office had inform the Cash Commission 
Merchants the names buyers who would pay more for CCC grain than the highest 
bid received the Cash Commission Merchants from their buyers. addition 
this better price cents per bushel, (would have) also saved the Corporation 
the cents per bushel, commission charges which pay the Cash Commission 
Merchants. also have evidence delay number instances our 
receiving final accounting from the Cash Commission Merchants grain unloaded 
outside the Chicago switching limits, and would appear that the Cash Com- 
mission Merchants were not constantly requesting their buyers immediately 
furnish them with the unloading weights order that final accounting could 
made. [Italic supplied.] 
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1952 the director the Chicago commodity office, concurred 
the above-quoted statement, stating that had written the memo- 
randum would have made even stronger and that his definite 
opinion was that commission merchants only the 
was heartily accord with any steps that could taken 
discontinue their use. 

During the current survey, the staff was again informed that per- 
sonnel the Chicago office could make more advantageous sales than 
are made commission merchants. Further, such sales would 
require little, any, additional expense. 

From the same area Wisconsin, dealers handled wheat transac- 
tions through the Minneapolic office and corn through the Chicago 
office. Since the Minneapolis office allows commission wheat 
exchanges, the same dealers are pressing the Chicago office for 
commission corn transactions. 

Mr. Joseph Haspray, director the Chicago commodity 
formerly with the Minneapolis office, stated memorandum dated 
August 15, 1955: 

The Corporation has always followed the policy utilizing the facilities 
regular use the organized markets Chicago and Peoria and because the 
smaller volume, lesser extent Milwaukee. 

the spring 1954 other organized markets our area offered render 
full service the Corporation handling sellout cars. accordingly, entered 
into arrangements last June for the use organized markets Des Moines, 
Cedar Rapids, Indianapolis, and Toledo. 

official the Dallas commodity office stated that most the 
modern country elevator operators market grain without the use 
commission merchants; such services were required there would 
enough free grain keep them from ‘‘dying the vine’’; that 
could not understand why CSS had support them. 

Also official the Kansas City commodity office advised the 
staff that the opinion that all sales handled commission 
merchants could handled CCC, thereby saving the commission 
that allowed the commission merchants. 

Mr. Earl Corey, director, Portland commodity office, advised 
that commission merchants are not active the Portland 
sold directly exporters, mills, grain dealers, and brokers. 


CONCLUSION STAFF 


Instead curtailing the use commission merchants, the Chicago 
office has expanded the use commission merchants. would 
appear that substantial savings could realized Commodity offices 
merchandized their own grain. 


AGENTS 


The interim report prepared April 1952, 
through 22, detail the use forw arding agents CCC. 

Reference forwarding agents cited the above report appears 
page 1274 the hearings before the subcommittee the Com- 
mittee Appropriations, House Representatives, 84th Congress. 
Ist session, part 


* * * 


(1) Over period approximately years $1,650,827 service 
fees were paid forwarding agents representing CCC the processing 
export grain shipments eastern ports: New York City, Albany, Boston, 
Portland, Philadelphia, and Baltimore. further appears that none the 
agreements with these agents were made competitive basis. Information 
developed during the indicates that forwarding agents are employed 
PMA only the eastern seaboard, and that commercial firms with large-scale 
operations similar PMA not use such agents. The files disclose that this 
has been subject considerable discussion within PMA and that most officials 
the New York office believe they could take over this function with 
personnel and facilities. this connection the investigation disclosed for- 
warding agents rely upon the Department Agriculture personnel for advice 
and assistance connection with every phase the service they perform. 

June 30, 1952, reply our letter June 19, the Secretary commented 
these points. stated that the contract with the forwarding agent 
CCC activities the New York and Albany ports had been discon- 
tinued June 15, 1952, and that was considering the possibility discon- 
tinuing such arrangements the other locations. 


The 1952 interim report pointed out that: 


(4) Forwarding agents are employed only the eastern seaboard PMA 
Large-scale commercial firms with facilities and qualified personnel available 
would not employ forwarding agent but would effect export movement through 
coordination with the grain agent the railroad terminal elevator and freight 
forwarder designated representative the ocean carrier. 


the New York office was closed subsequent 1952, CSS Chicago 
now handling the east coast export operation and continues pay 
one-fourth cent per bushel forwarding fees. 

The Chicago commodity office paid forwarding fees six agents 
follows: 


Company 


North American Forwarding Co., New York, 
Beer-Tidewater Grain Co., Baltimore, 
Parker Commission Co., Philadelphia, 
Tidewater Grain Co., Philadelphia, 


Fiscal year 
1954 amount 


$14, 137. 
16, 
46, 434. 
86, 756. 
12, 688. 
13, 781. 


Fiscal year 
1955 amount 


$15, 417. 
13, 572. 
66, 046. 


14, 712. 
17, 408. 


1954 and 1955 
grand total 


119, 024. 


The Chicago commodity office advised that included the above 
figures were the following amounts paid forwarding fees 
storage CCC grain the United States Government mothball 
fleet located the Hudson River, Y., and the James River, Va. 


14, 983, 518 
17, 958, 861 


$36, 503. 


44, 934. 


North American Forwarding Corp., New York, 


Fractions omitted. 


The Portland office advised forwarding fees were paid 
40,500,000 bushels wheat placed the mothball fleet Astoria, 
Oreg., and Olympia, Wash. 


—— 
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The Dallas office does not use forwarding agents but maintains 
outport office Houston, Tex., perform the functions the 
forwarding agents for the Dallas office. The duties the port 
representative, according the director the Dallas Commodity 
Office are follows: 


The port representative functions officer-in-charge the CSS Field Office, 
Houston, Tex., reporting Program Operations Division, Dallas office, matters 
pertaining grain operations port terminal warehouses. Matters such 
space allocation warehouses, receiving inventory acquisition and load-out 
reports, paper blending stocks for delivery according sales contracts, assisting 
diversion cars required, obtaining appeal inspections required, main- 
taining contact with forwarders and steamship companies and their agents for 
and vessel information, assisting warehouse operators clarification 
handling and reporting methods desired, expediting movements for delivery 
necessary meet delivery schedules port areas are general the usual functions 
performed. The ports involved are Mobile, Ala.; New Orleans, La.; Lake 
Charles, La.; Port Arthur, Tex.; Houston, Tex.; Galveston, Tex.; and Corpus 
Christi, Tex. noted that the above ports and others the west gulf 
and east coast from Norfolk, Va., south may included under general supervision 
the field office where bagged commodities are concerned. Due the distance 
involved and volume business, the Dallas office handles more detail connected 
with operations the latter ports. 


The number bushels exported the Dallas Commodity Office 


through the gulf ports for furnished the Dallas office, 
follows: 


Commodity: 


Approximate. 


Based forwarding fee one-fourth cent per bushel paid 
the Chicago office forwarding agents, the amount which the 
Dallas office would have paid had their services been used would 
$182,753.28 compared the actual expense the Houston office 
$28,037.60. This represents savings the Government for- 
warding fees $154,715.68. 

The Chicago commodity office advised the staff the many services 
being performed the forwarding agents. noted, however, that 
the Houston outport office the Dallas commodity office performs the 
same service considerably less cost. 

The Portland commodity office accomplishing all grain export 
operations through California, Oregon, and Washington ports without 
the use forwarding agents. 

Objections raised CSS officials the use Federal employees 
the work forwarding agents are quoted from statement made 
Joseph Haspray, director the Chicago commodity office, 
follows: 

this work with Federal employees, would have set local offices 
the seaboard. The movement grain seaboard variable amount and 


would have marginal type operation. would understaffed during 
the period movement and overstaffed during slack periods. 


The staff questions the necessity for setting several local offices 
seaboard. pointed out that the Houston outport office covers 
several ports the gulf coast. appears that one office centrally 


located Government-owned facilities the east coast could handle 
all exports from this area with minimum cost the Government 
and considerable savings. Since the cost operation the 
Houston outport office one-sixth what would have been paid had 
forwarding fees one-fourth cent per bushel been paid, appears 
that savings amounting five-sixths the forwarding fees paid 
the Chicago commodity office might have been realized had Chicago 
used outport office the east coast with costs approximating the 
cost the Houston outport office. 

official the Grain Division Washington, advised that 
would easy for outport office operate the east coast 
the Houston outport office does the gulf coast. While there are 
more varieties wheat blended the east coast export terminals, 
stated this primarily paper operation. 

noted that Quain-Nugent Co., New York, Y., was 
the CCC forwarding agent for New York City and Albany 1952. 
This company was, according the staff’s 1952 report, located 
New York City and did not maintain representative Albany. 
Therefore, forwarding agent can handle export shipments 
point some distance from its office without representative the 
point export, there reason, the opinion the staff, why 
would necessary for CSS maintain office each export point. 
Further, the Houston outport office can handle exports from the 
gulf coast ports and the Portland commodity office can handle exports 
from the west coast port, then centrally located east coast office 
could handle the east coast ports. 


PAYMENTS 


equity payment, referred herein, the difference between 
the market value crops under loan and the loan value such crops 
plus interest and charges the maturity date the loan. Equity 
payments are only warehouse stored commodity loans. 
They are not made producers who have farm-stored commodity 
loans. 

During the fiscal year 1955 commodity offices made equity pay- 
ments producers who had warehouse-stored commodity loans the 
approximate amount $5,500. The small amount equity pay- 
ments was because, for the most part, market prices crops were 
below the loan rates. However, any year when the market price 
even slightly above the loan rate equity payments would sub- 
stantial. When equity payments are made, results CCC acquir- 
ing additional commodities above support prices. 

time when the market prices close loan price, commodity 
offices are required make time-consuming calculations their 
many loans determine whether equity payments must made. 
Mr. Truman Cunningham, assistant director the Dallas com- 
modity office, stated that these time-consuming calculations did 
not have made each year there would substantial savings 
‘to the Government. The staff was advised personnel all com- 
modity offices visited that they were the opinion that CCC should 
not required make equity payments. They thought the pro- 
ducer should required redeem his loan and sell his crops the 
market when the market price was above the loan rate. They all 


cited the extra work involved determine whether equity pay- 
ment was necessary and further cited the fact that CCC was acquiring 
commodities above support price. 
Audit Report No. dated June 15, 1955, issued the 
Chicago area audit division, made this comment with regard equity 
payments: 


Equity payments producers warehouse storage loans appeared dis- 
courage loan redemptions and encourage forfeitures collateral grain. Further, 
equity payments seemed (a) result putting CCC the business buying 
grain prices above the support level, (b) increase the already burdensome 
surplus stocks held CCC, and (c) unfair producers who had farm 


storage loans and were, therefore, apparently ineligible for equity payments. 


Marvin McLain, Director the Grain Division, Washington, 
answer the above comment with respect equity payments 
advised Harrill, Director the Audit Division, memorandum 
dated July 15, 1955: 

The matter eliminating equity payments has been under consideration from 
time time for number years. From administrative standpoint, there 
unanimous agreement that equity payments should eliminated and considera- 
tion presently being given provide method for their elimination. The 
legal opinions issued past years this connection, however, indicate that the 
absence specific legislation this point, CCC desires full title 
unredeemed warehouse loan collateral upon maturity the loan, necessary 
for CCC foreclose all such collateral conducting public private sale 
thereof and purchase the collateral such sale and the sales price fore- 
closure exceeds the amount the loan, plus interest and charges, the Corporation 
will obligated pay the excess the producer. 


Farrington, General Counsel, CCC, memorandum the 
staff dated December 1955, stated: 
* * * 


loan secured mortgage pledge not repaid maturity, this 
nonpayment does not, common law, work forfeiture the property securing 
the loan vest absolute title the pledges. There provision 
the loan agreements covering CCC price-support loans that title the collateral 
shall forfeited CCC upon maturity and nonpayment the loans, and the 

such forfeiture provision the loan agreements, the absence 
specific statutory authority, would contrary long-established judicial 
precedents holding such forfeiture provisions void and unenforceable. 
There present specific statutory authority for including such fore 
feiture provision CCC loan documents. 

For the foregoing reasons, any instance which producer does not deliver 
his commodity CCC after maturity satisfaction the loan (and this the 
situation which exists all loans warehoused collateral since the producer 
neither has possession the commodity nor the warehouse receipts whereby 
can make delivery), becomes necessary for CCC foreclose buying the 
commodity securing the loan its fair market value and paying the producer 
the amount, any, which such market value exceeds the loan, interest, and 
charges. 

CCC were insert its loan agreements provision relieving the Corporae 
tion the necessity foreclosing unredeemed commodities and paying any 
overplus the producers, legislation would necessary support such 
provision order for the Corporation have assurance that the courts would 
uphold the provision. 


CONCLUSION STAFF 


The calculation merely determine whether equity payments are 
necessary time consuming. Personnel all offices feel CCC should 
not required take over commodities above support price. The 
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staff, therefore, that consideration given incorpo- 
rating the next Agricultural Act provision which would permit 
CCC include forfeiture clause its loan agreements. According 
General Counsel Farrington forfeiture clause would eliminate the 
necessity making equity payments. 


SALES 
SALE PROCESSED COMMODITIES 


The staff made study the rotation policy the sale processed 
commodities, namely butter, cheese and dried milk, determine 
whether sales are made the basis first-in first-out. 


Rotation policy 

Mr. Earl Corey, director, Portland commodity office, and Mr. 
Harley Banks, director, Cincinnati office, stated that 
general rule processed commodities are disposed first-in 
first-out basis. However, Mr. Corey said: 

Processed commodities.—First-in and first-out basis not always the governing 
factor processed First, the age date the commodity would 
more factor than when was received warehouse. For example, com- 
modity shipped from another area warehouse the Portland area for storage 
may older commodity than commodities already have store this 
area, similarly any lots within the area which may have been reconcentrated. 
The following are given consideration for all program outlets: 

(1) Movement older commoc ities first. 

(2) Storage dates—to avoid payment another month’s storage. 

(3) warehouse compared with destination transportation 


costs. 
(4) Disposal specific lots Inspection Service, depending 


upon program outlets. 
Grades—according program outlet requirements. 
(6) Warehouse loading out ability. 
(7) Types containers—according program outlet requirements. 


Mr. Banks concurred with the above statement Mr. Corey. 


Extent which rotation policy not followed 

The staff related acquisitions and dispositions butter, cheese, and 
dried milk during the fiscal year 1955 their inventories June 
30, 1955, determine whether the Cincinnati and Portland offices 
had disposed its oldest stocks first. 

The following are the results this examination the Cincinnati 
office: 

Butter: 448,395,379 pounds butter were acquired during 
fiscal 1955. the end fiscal year 1955 the inventory 
butter consisted 273,124,209 pounds. Inasmuch 
291,772,507 pounds butter were acquired during the third and 
fourth quarter the fiscal year 1955, the inventory the end 
the year should not have been more than months old. 
Actually, the inventory contained 41,480,216 pounds butter 
that were months old and 99,795,841 pounds that were 
months old. 

Cheese: 397,004,856 pounds cheese were acquired during 
fiscal year 1955. the end fiscal 1955 the inventory 
cheese consisted 345,959,276 pounds. Inasmuch the acqui- 


sitions cheese are somewhat more than the inventory, part 
the inventory cheese should have been more than months 
old. Actually, the inventory records indicated that 153,083,995 
pounds were months old and 44,108,534 pounds were over 
months old. 

Dried milk: 662,556,759 pounds dried milk were acquired 
during 1955. this amount 226,828,164 pounds were 
acquired during the fourth quarter. Since the inventory the 
end fiscal 1955 was 181,495,392 pounds, the dried milk 
the inventory should not have been over months old. 
tually, approximately million pounds were months old, 
million pounds were months old and million pounds were 
over months old. 

The following are the results the examination the Portland 
office: 

Butter: 11,621,345 pounds butter were acquired during fiscal 
vear 1955. this amount 976,102 pounds were acquired during 
the fourth quarter. the end fiscal year 1955 the inventory 
butter consisted 770,610 pounds. This would indicate that 
none the butter the inventory should have been more than 
Actually, 130,900 pounds butter were months 
old and 402,900 pounds were months old. 

Cheese: 4,660,013 pounds cheese were acquired during fiscal 
1955. the end fiscal 1955 the inventory cheese 
consisted 3,655,338 pounds. This would indicate that none 
the cheese the inventory should more than months old. 
Actually, 2,235,534 pounds cheese were months old. 

Dried milk: The staff cognizant that cheese should not 
necessarily disposed the first-in first-out basis since the 
quality some cheese improves with age. Because the nu- 
merous factors taken into consideration the disposal processed 
commodities, the staff could not determine whether the sale 
butter and dried milk first-in first-out basis could have been 
accomplished greater extent. 

Mr. Don Anderson advised December 13, 1955, that at- 
tempts watch the age stocks processed commodities under the 
control the and Portland offices. acknowledged that 
none the butter under the control the Cincinnati office should 
over months old strict rotation was followed. However, other 
factors often make this impossible. Nevertheless, said the Cin- 
cinnati office should not have 99,795,841 pounds butter over 
months old. 

Mr. Anderson advised statistics indicate that the wholesale price for 
grade butter Chicago averaged 1.15 cents lower than grade 
butter during 1955. During the same period time grade butter 
averaged 1.27 cents lower than grade 

Mr. Banks, director, Cincinnati commodity office, advised 
July 1955, his office had under its control 870,979 pounds grade 
butter and 316,867 pounds butter designated 
which, Mr. Anderson stated indicated was below grade said 
only grade butter better purchased CCC. 

should noted that the Cincinnati Office converted substantial 
amount grade and butter that was months old and older 
into butter oil during fiscal 1955. Information concerning the 
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conversion this butter into butter oil will set forth later this 
report. 
DOMESTIC SALES CORN 


During the fiscal year 1955, Commodity offices and county com- 
mittees sold 74,319,413 bushels nonstorable, deteriorated, and sal- 
vage corn the domestic market. 

The cost this corn the books CCC was $125,079,814.33. 
Since $98,429,769.14 was received for this corn, CCC had loss 

stated another part this report the staff found that poor 
sampling corn county committees caused indeterminate 
amount corn sold nonstorable when was actually storable 
corn. some instances the county committee sold nonstorable corn 
locally; other instances load-out order was issued the Com- 
modity office. Upon arrival terminal market such Chicago, 
official grades were obtained and the corn then graded No. 
better was stored terminal storage space was available. space 
was unavailable, would sold track the current market price. 

The Minneapolis Commodity Office sold corn the basis the 
county committee samples regardless what the official grades were 
later determined be. was stated that probably the amount 
corn sold that office the Minneapolis Grain Exchange did 
have adverse effect the market, but with CCC holding such 
large stocks was felt the interest CCC sell whenever 
was authorized so. 

The following summary the sales nonstorable, deteriorated 
and salvage corn the Commodity offices and county committees 
for the fiscal year 1955: 


Bushels Proceeds Cost 
Minneapolis Commodity Office area: 
19, 378, 169 $25, 880, 896. $32, 927, 
rR kab 152, 146 93, 238. 41 249, 136. 63 
Dallas Commodity Office area: 069 465. 12, 804. 
Kansas City Commodity Office area: 
037, 052 721, 082. 11, 433, 945. 
Chicago Commodity Office area: 
34, 498, 730 45, 985, 798. 57, 634, 760. 
12, 607, 232 16, 086, 072. 21, 739, 404. 
Total for all areas: 
Domestic 60, 913, 951 81, 587, 777. 101, 996, 079. 
13, 313, 156 16, 741, 837. 942, 830. 
74, 319, 413 98, 429, 769. 125, 079, 814. 


SALE SEED 


CCC failed sell Ladino clover, acquired under price 
support, until because its announced price was higher than 
the marketing price. Sales Ladino resulted esti- 
mated loss $9,028,000. Fescue seed, acquired 1951—52, was not 
sold prior 1955 because the announced price was also higher than 
the market price. The sale Fescue seed 1955 resulted esti- 
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mated loss $313,614.50. CCC still has its inventory about 
million pounds Fescue which cannot sold the present an- 
nounced prices. has been estimated that this seed can sold only 
feed about cent per pound, which would result further loss 
approximately $2,860,000. 

Dr. Arnold Dahl, Procurement and Sales Branch, Grain Division, 
CSS, Washington, was interviewed December 1955, concerning the 
acquisition and disposition CCC seeds. 


Ladino clover 


Dr. Dahl advised the years immediately following World War 
there was scarcity seed and for this reason CCC supported the 
price seed. Practically seed was acquired under price support 
prior 1951 and 1952 because Ladino clover was selling above price 
support. clover sold high $2.65 per pound after World 
War II, but thereafter rather rapid decline took place result 
increased production. CCC’s price support was lowered several times 
that was under the market price Ladino until 1951. 1951, 
CCC acquired considerable amount $1.25 per pound. 1952, 
CCC lowered the price support per pound but still was required 
take over more Ladino. Seed was not supported after 1952. 

July 1953, CCC embarked upon long-range program dispose 
all its seed. Ladino clover and Fescue seeds were offered 
for domestic sale. The amount offered was limited 
percent the average domestic consumption for the crop years 
Ladino clover was offered announced price 
$1.04 until November 1953, when the price was dropped 
cents per pound. Inasmuch the market price Ladino clover 
ranged between and cents per pound during 1953 practically 
none was sold CCC. 

Dr. Dahl said that May 1954, CCC announced its sales program 
for the ensuing year. This program provided that sales would 
made competitive-bid basis with minimum price cents per 
pound until June 30, 1954. Beginning July 1954, the minimum price 
Ladino would cents per pound. said this program was 
announced after careful consideration recommendations made 
the Seed Advisory Committee. The program’s objective was the 
orderly movement CCC stocks into commercial channels without 
adversely affecting market prices. 

Dr. Dahl advised that the market price Ladino clover 1954 was 
approximately cents per pound. The rise the market price 
over the preceding years was caused the fact that the 1954 Ladino 
crop was approximately million pounds less than the average annual 
consumption. view the short crop, CCC June 1954 sold 
approximately million pounds Ladino clover pursuant its 
offer sell competitive-bid basis minimum price cents 
per pound. July 1954 additional 2,600,000 pounds was sold 
pursuant CCC’s offer sell minimum price cents per 
pound. Dr. Dahl estimated that the average selling price for the 4.6 
million pounds was cents per pound. said the cost CCC 
this Ladino clover had been $1.26% per pound, including storage 
charges. Therefore, these sales resulted loss CCC 73% 
cents per pound. 
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Dr. Dahl said that July 1955 the Portland Commodity Office 
sold approximately million pounds Ladino clover cents 
per pound. This clover, according Dr. Dahl, cost CCC $1.1147, 
including storage, which resulted loss $0.5647 per pound. 

Dr. Dahl advised that CCC now has only about 32,000 pounds 
Ladino clover. 

The estimated loss CCC the sale its Ladino clover inventory 
calculated below: 


Tall fescue seed 

Dr. Dahl advised that the minimum price for fescue under the 
1953 seed-disposal program was set cents per pound for com- 
mon fescue and cents per pound for certified fescue. During 
1953 the market price for common fescue was approximately 
cents per pound and for certified fescue approximately cents 
pound. For this reason practically fescue was sold CCC. 

Dr. Dahl said 1954 the CCC announced minimum price for 
common fescue was cents per pound and cents per pound for 

certified fescue. The market price for common fescue 
fied fescue was approximately cents per pound below CCC’s mini- 
mum price. Some fescue was sold during 1954 but not too much, 
because the commercial price was always slightly below CCC’s 
announced price. said CCC had reduced its announced prices, 
the trade would have reduced its prices too. 

December 1954, the Dallas commodity office had inventory 
approximately 1,500,000 pounds fescue seed acquired under 
1952 price support program. Because this seed was deteriorating, 
the Dallas office attempted unsuccessfully dispose the seed. 
All bids received, which ranged from cents per pound, were 
rejected the Dallas commodity office. 

Mr. Marvin McLain advised the Dallas commodity office 
memorandum dated March 1955, maintain announced minimum 
prices for seeds except for that seed which was danger deterio- 
rating, which could sold the best price obtainable. 

Pursuant Mr. McLain’s instructions the Dallas office sold 825,647 
pounds fescue seed for $40,257.72 April 27, 1955. After this. 
sale the Dallas office had pounds fescue 
seed testing above percent germination and, therefore, not subject 
sale below the announced price. However, the Dallas 
recommended Mr. McLain April 27, 1955, that authorization 
granted dispose this seed after June 30, 1955, competitive 
bid basis. 

May 11, 1955, Mr. McLain advised the Dallas office: 

*x* * * 


The policy for sale hay and pasture seeds for the period July 1955, 
June 30, 1956, was announced the press release May 1955, 

The price tall has been reduced cents for uncertified and 
cents for certified seed. hope that this will move some the seed during 


next year. 
* * * 
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The Dallas commodity office was unable dispose any fescue 
seed pursuant the announced price. August 1955, the Dallas 
office was authorized announce for sale competitive bid basis 
all fescue that tested under percent germination. result 
this authorization 514,151 pounds fescue seed were sold. After 
these sales the Dallas office had 214,500 pounds, the germination 
which was above percent. 

Dr. Arnold Dahl advised the staff that the total sales fescue 
seed for the period January 1955, November 23, 1955, 
amounted 1,377,450 pounds which included, addition the 
sales made the Dallas office, sales 37,652 pounds made the 
Kansas City office. Dr. Dahl estimated that CCC incurred the 
following loss the sale this fescue seed. 


Dr. Dahl stated that CCC was committed until June 1956 not 
sell common fescue below cents per pound and certified fescue 
below cents per pound such seed does not deteriorate. 
acknowledged that since the market price for certified fescue 
more than cents per pound and the price for common fescue 
somewhat less, that CCC would sell fescue the announced 
prices. The market price for fescue was low that CCC could not 
reduce its prices without breaking the fescue seed market. could 
envision program for the disposal CCC’s fescue seed under 
present price conditions other than for feed. stated that fescue 
seed was sold for feed would probably bring approximately cent 
per pound. Since CCC currently has approximately million pounds 
fescue seed Portland and million Chicago, for total 
approximately million pounds, the loss would approximate 
$2,860,000. 

Mr. Wayne Roberg, Program Operations, Portland Commodity 
Office, said the Por tland office has approximately 5,300,000 pounds 
certified tall fescue seed and approximately 300,000 pounds common 
tall fescue seed. The germination all fescue seed held the 
Portland office was holding well with the exception approxi- 
mately 500,000 pounds which had dropped below percent germi- 
nation recent tests. Competitive bids had been asked for this 
seed the time the staff visited the Portland office, but the bids had 
not been received the date the staff’s inquiry. However, Mr. 
Roberg estimated that more than cents per pound 
would obtained for this seed. Mr. Roberg advised that certified 
fescue seed was acquired under the 1952 price-support program 
cents per pound; common fescue was acquired cents per pound. 

Mr. Roberg advised that the Portland office had been unable 
sell any quantity fescue seed inasmuch the monthly announced 
price was considerably above the current market price. The 
announced price for certified fescue cents per pound whereas 
the current market the Portland area more than cents 
per pound. The announced price for common fescue cents per 
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pound but the current market price more than cents per 
pound. 

With respect other seed, Mr. Roberg advised that the announced 
price for northern alfalfa cents per pound whereas the current 
price approximately cents per pound. Certified Buffalo 
alfalfa has announced price cents per pound compared 
current market price cents per pound. 

The following summarizes CCC’s program for the disposition 
seeds. 

Even though there has been price-support program for seed 
since 1952, CCC has consistently announced minimum selling prices 
for seed which have been considerably higher than the market price 
seed. The result has been that CCC has made few sales Ladino 
clover and fescueseed the domestic announced price. According 
Dr. Dahl, CCC has announced higher domestic prices for its seed 
because pressure from producers and seed dealers and because 
CCC’s desire not break the seed market. 

Seed stocks have continued deteriorate, necessitating disposal 
the best price obtainable which has been considerable loss 
CCC. Storage costs have continued accumulate which the 
Dallas area approximate cents per hundredweight per month. 
Seed stocks are now over years old and germination history indi- 
cates that once the germination seeds drops percent the 
decline germination becomes more rapid. Therefore, further loss 
through deterioration may expected. 

the staff’s opinion that consideration should given 
setting more realistic announced prices which would permit the dis- 
posal some CCC’s seed inventory each year. 


Mr. Harley Banks furnished the staff the following summary 
butter which had been converted into butter oil during fiscal year 
1955: 

Grade butter 


pounds] 


United 
Age butter Grade Grade Grade grade Total 
grade 
68, 380 645,575 1,044,915 64, 832 823, 702 
261, 215 4, 234, 757 3, 339, 137 35, 008 470, 190 8, 340, 307 
293 25, 007, 692 17, 170, 189 43, 458 659, 855 45, 196, 487 
Over 381,930 9,654,733 695 321 753, 266 16, 953, 045 
Transferred from Portland 
CSS Office, age 244, 233 589, 714 268, 166 885, 410 
Total inventory work- 
in-process butter 
Inventory balance work-in- 


Total quantity 


most instances our records indicate that where grades and butter was delivered processors, 
reinspection reflected that portion the lot showed lowering grade. Moving full lots most eco- 
nomical saves operating and administrative cost. There have been numerous instances where specific 
lots have been moved processor written recommendation the Dairy Inspection and Grading Service, 
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Mr. Banks advised that during fiscal year 1955 the following dis- 
position was made butter oil: 


Export sales: pounds 
United Nations Childrens’ Fund, agency the United 

Nations acting agent for and behalf the United Nations 
Relief and Work Agency for Palestine 565, 096 


The sales price for the above shipments was cents per pound 
and was set forth contracts between the buyers and Com- 
modity Credit Corporation. 


Foreign donations: 
Foreign donations under sec. 416 the Agricultural Act 1949, 


This quantity was donated, consequently proceeds were 
realized sales price computed. was costed out inventory 
book value which original purchase price butter, all 
transportation, storage and handling, and processing costs. 


Publie Law 480, title 
Sold Foreign Operations Administration (FOA) later changed 


wwe 
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These shipments were made full reimbursement basis, and 
the sales price invoiced included the original cost butter, trans- 
portation storage, storage and handling, transportation 
processor, cost processing, transportation from processor 
outlet, percentage markup cover losses and unallocated 
costs, plus markup cover administrative expenses. 


Total butter oil disposition, fiscal year ending June 30, 53, 073, 659 


The staff determined that the 73,097,653 pounds butter processed 
into butter oil yielded approximately million pounds butter oil. 
The difference due the elimination moisture from the butter. 
Mr. Banks stated: 


While processing the butter into butter oil has been source disposal 
for stocks that indicated possible change grade and other stocks that reinspec- 
tion reflected grade below grade the program afforded ideal butter 
product that does not require refrigeration supply needy countries which 
not have adequate facilities protect the quality butter other form. All 
CCC-owned butter has value the market this not the primary 
reason for the butter-oil program. 

will noted that the staff determined that the Cincinnati office 
does not follow the first-in, first-out basis disposing its butter 
stocks. The above schedule indicates that approximately million 
pounds grade butter, months old, and approximately mil- 
lion pounds grade butter, months old, were used the butter- 
oil program. Approximately 9,500,000 pounds grade butter over 
months old, and million pounds grade butter over months 
old, were also converted butter oil. 


1952 Propucts PROGRAM 


Under date July 26, 1955, the San Francisco Examiner carried 
article: “$16,807,000 Suit Charges Short Weight.” The article 
indicated that the valley cotton farmers were seeking restitution 
$11 million from Anderson, Clayton Co. The Producers Cotton 
Oil Company Fresno was being sued for $5,700,000 while third 
action asked $47,700 from Francher Creek Ginning Co., Fresno. 
The suit charged that statements given the cotton companies 
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seed weights were false and resulted payments percent less 
than that which should have been paid. 

Under date October 1955, another article the San Francisco 
Examiner stated that another suit had been filed against Anderson, 
Clayton Co. cottongrowers who claimed they were underpaid 
for their cottonseed. The action asked for $2,400,000. The news- 
paper article went state that Anderson, Clayton Co. August 
settled similar suit $11 million agreeing pay the farmers 
$861,506 for seed from the 1954 cotton crop. 

The staff determined that the San Francisco area audit division had 
1953 conducted several audits companies which had sold cotton- 
seed CCC under the 1952 cottonseed products purchase program. 

report audit dated February 26, 1954, the San Francisco 
area audit division, with respect audit the Western Cotton 
Products Co., Phoenix, Ariz., division Anderson, Clayton 
Co., stated: 


The subject crusher tendered total 151,410 tons cottonseed 
CCC pursuant the provisions the 1952 cottonseed products purchase pro- 
gram. Our examination indicated that 8,131.8225 tons this cottonseed was 
ineligible for tender CCC. this quantity 4,587.853 tons were acquired 
company-owned gins without cost them. appears that this tonnage 
could become eligible the company paid the producers amount equal 
the support value for the quantity cottonseed acquired. The amount involved 
approximately $286,000 the basis the bulletin support price $62.40 per 
ton (basis grade 100). The remainder the audit exception 3,543.9695 
tons ineligible cottonseed was purchased from nonparticipating ginners. 


memorandum dated March 30, 1954, George Carter, acting 
chief, area audit division, San Francisco, stated: 


the risk being criticized for excessive zeal, have made one 
more attempt plug what consider serious loophole the provisions 
the cottonseed products purchase program. Accordingly have made rec- 
ommendation report the effect that the existing provision, regarding 
the use customary methods the ginners determining the weight cottonseed 
delivered, amended the extent necessary prevent from being used the 
ginners for their own financial betterment corresponding cost producers and 
CCC. 

The five crushers audited this area acquired tonnage with support price value 
approximately million for which the producers received payment and, through 
the workings the program, resulted benefits similar amount the crushers 
since the gins were crusher owned. therefore obvious that are not dealing 
with any small amount and if, what consider be, loophole the current 
program can eliminated, material savings the producers the Government 
will result. may that the benefits derived the crusher selling the 
products this free tonnage CCC some way promotes the interests the 
program, but date have received nothing from the Cotton Division indi- 
cating that such the case. 

The Cotton Division’s only justification this provision date, far 
know, the effect that since the gins would have used this method determin- 
ing weights, program was effect, satisfactory use when the Gov- 
ernment sponsoring program. our opinion this rather shaky reason 
for condoning such questionable practice. also believe that would 
difficult explain producers the the Department’s position whereby 
program designed primarily for their benefit, permits the ginners employ 
practices that are the producers’ detriment just because such practices are 
customary. seems that the only basis for such position would that 
the determination accurate weights the gins either not possible highly 
impractical. 

From our somewhat limited knowledge the ginning operation, understand 
that such not the case since cotton gins the Southern States accurately deter- 
mine weight the quantity cottonseed delivered. seems that even 
the gins continue operate their present manner the problem paying the 


producers for the acquired free tonnage presents insurmountable problem. 
the wool program the handlers are required refund any overplus producers 
since the handler not entitled such benefits. Similarly this program the 
crushers ginners are not entitled any windfall result acquiring this 
free tonnage and they could distribute the value thereof producers pro 
rata basis using the computed weights the cottonseed delivered each producer 
determine the percentages. 

Another question which appears merit some consideration when discussing 
the retention the customary-practices provision future programs pertains 
the propriety the expenditure CCC funds for purposes that, our knowl- 
edge, way benefits either the program the producers. appears 
that, when CCC buys the cottonseed products derived from the free tonnage 
rates equal those paid for products derived from cottonseed for which the 
producers were paid, merely providing the crushers having company-owned 
gins with unearned bonus. Thus, unless one the intentions future 
programs subsidize the crushers the Far West this manner, our 


opinion the propriety the payments made for cottonseed products derived 


from the free tonnage questionable, particularly the extent that such pay- 
ments include raw material costs never incurred. supplied.] 


Harrill, Director, CSS Audit Division, April 1954, ad- 


Co. namely, the San Joaquin Cotton Oil companies located Bakersfield 
and Chowchilla, Calif., and the Western Cotton Products Phoenix, Ariz., 
revealed that effect the companies received total approximately $628,000 
from CCC for cottonseed they obtained from producers through company-owned 
gins cost the gins. This occurred because the ginners were permitted 
Cottonseed Bulletin pay the producers the basis weights computed 
formula customarily determined, who then sold the cottonseed crushers 
the basis actual weights. The crushers turn sold the cottonseed products 
CCC. The net average gain the basis total quantities handled was 
little over percent with high percentage gain 16.6 percent one case and 
high percentage loss percent one case. 

This condition was previously reported audit report No. 
Kingsburg Cotton Oil Co., dated November 1953. The Director, Cotton 
Division, December 1953, stated that due the fact that many methods 
for determining the weight cottonseed are used different parts the Cotton 
Belt, was not practicable require that uniform method followed 
ginners. Therefore, under the price support programs, was intended that 
ginners would use the same method determining the weight cottonseed that 
they would use there were price support program effect. 

The audit the Anderson, Clayton Co. operations Bakersfield and 
Phoenix also disclosed that they tendered products CCC from 6,232 tons 
ineligible cottonseed. This has been referred the Cotton and Oils and Peanut 
Divisions for appropriate action. 


Mr. Marvin Rhodes, Director, CSS Cotton Division, advised 
the staff November 29, 1955, follows: 


There are many different methods accepted the trade for determin- 
ing the weight cottonseed purchased gins. some areas, substantial 
number gins have seed scales. Methods used one section the Cotton 
Belt are different from those used another section. Methods commonly used 
one State are not necessarily followed neighboring State. are even 
different practices followed the ginners within the boundaries particular 
State. Expediency and efficiency operation, not only with respect the 
ginners’ interests but the producers’ interests well have been the prime reasons 
behind the established and customary practices determining the weight 
cottonseed gins. 

you know, Commodity Credit Corporation’s policy utilize the usual 
and customary channels, facilities, and arrangements trade and commerce 
the maximum extent practicable carrying out its price support programs. 
Because there are many different methods used for determining the weight 
cottonseed gins the different parts the Cotton Belt, not considered 
feasible for CCC require that uniform method determining the weight 


cottonseed followed gins under the price support program. also 
desirable that the provisions the cottonseed price support program nothing 
disrupt the normal flow cottonseed from gins processors. Therefore, 
under the price support programs announced CCC, the operating provisions 
these programs have been designed permit the ginners use the same 
methods determining the weight cottonseed that they would use there 
were price support program effect. 

recognized that, the determination weight cottonseed ginners 
under the program, there always possibility ginner reaping windfall 
adjusting certain factors his benefit. However, this possibility would 
nothing new the trade and could not considered having been caused the 
cottonseed price support programs. insofar the price support 
program concerned, producers have been receiving price support the same 
quantities cottonseed which the ginner would have normally bought from then 
had there been price support program. 

December 12, 1955, the General Counsel’s Office advised the 
staff that the question ineligible cottonseed products being tendered 
CCC was still under consideration the Legal Division. was 
the opinion, however, that CCC had legal claim against the cotton- 
seed products producers and stated that was preparing memo- 
randum setting forth his views. 


Under the 1953 drought emergency feed program CCC shipped 
CCC cottonseed meal processors processed into pellets. The 
pellets were, thereafter, shipped the county ASC offices drought 
areas distributed under the DEF program. 

The Dallas area audit division conducted audits 1954 and 1955 
companies which had processing contracts under this program. 
The following summary the findings these audits: 

most instances CCC failed obtain laboratory analysis 
the percentage moisture the cottonseed meal being shipped the 
processors. 

When pellets are processed, approximately pounds moisture 
are added each 100-pound bag cottonseed meal. It, therefore, 
requires less than 100 pounds cottonseed meal process 100 pounds 
pellets. The contracts did not specify whether the processors were 
deliver 100 pounds pellets for each 100 pounds meal whether 
they were deliver CCC the full out-turn from the meal CCC 
delivered them. Almost all processors audited stated they under- 
stood they were required deliver only pound pellets for each 
pound cottonseed meal. 

Another peculiarity which apparently was not recognized the 
time the contracts were written was the fact that 100-pound cotton- 
seed meal bag will not hold 100 pounds pellets because pellets 
not pack tightly meal. The practice was calculate meal and 
pellets terms bags, considering each bag 100 pounds. Actually, 
bag would hold only about pounds pellets. This 
represented additional loss pellets CCC, the other loss being 
incurred when moisture was not considered. 

Although could not proved, numerous indications were 
found that additional bulk such cottonseed hulls, peanut hulls, 
sawdust, and other bulk material was added which increased the 
weight but decreased the valuable protein content. 


The Dallas audit office prepared summary dated December 10, 
1954, the peculiarities this program which stated part: 


General characteristics program 


(a) Size and importance.—Records the New Orleans CCC commodity office 
show that approximately 452 million pounds cottonseed meal were processed 
into cottonseed pellets under the 1953 DEFP. This quantity equals about 
226,000 tons, 7,500 carloads. About processors obtained contracts with CCC 
convert the meal into pellets. these, about were located the South- 
west area, the Southeast area, and near the west coast. 

(b) Emergency decision was made Washington that there 
was emergency feed program because drought conditions 1953, 
was necessary for the commodity office move with the greavest possible speed 
consistent with prudence place this program into effect broad scale. 
Consequently the commodity office used telegraph and long-distance telephone 
effect contracts for processing cottonseed meal into pellets. stated before, 
approximately processors entered into contracts with CCC. our audits 
processors have not encountered case where written contract was 
effect other than through telegraphic offers and acceptances, and some cases 
amendments. Some processors claimed amendments and clarification contract 
terms telephone. This type contract left much desired and some 
instances left terms unspecified. audit report No. Erwin Mill and 
Elevator, described some length the contract deficiencies and nature the 
contract and made recommendation that the future, each contract cover all 
the essentials necessary for the protection CCC’s interests, including the quantity 
and quality the product delivered CCC. 


Estimated CCC losses caused lack understanding operating peculiarities 

(a) estimate the total preventable loss through operations CCC 
approximately one-half million dollars. This arrived one-half the 
226,000 tons cottonseed meal which was processed pelletizers who took 
advantage CCC’s lack experience and care handling this program. One- 
half the 226,000 tons, being 113,000 tons times percent (considered con- 
servative estimate the percentage loss. See and below), would 
amount approximately 8,500 tons. These 8,500 tons times $57 per ton for 
cottonseed meal approximates $495,000 which for discussion purposes was rounded 


off one-half million dollars. 


Mr. Preston Richards, Deputy Administrator, Price Support, CSS, 
Washington, advised the director the New Orleans commodity 
office January 24, 1955, with respect the above-mentioned audits: 


not feel that pelletizers ordinarily can held liable for delivery 
pellets weights greater than that meal received them for pelletizing, 
because moisture added during processing, the absence very specific 
contractual provisions the contrary. Our emergency program was conducted 
contractual arrangements the most general terms. Customs the trade 
therefore will govern the rights and liabilities both Commodity Credit Corpora- 
tion and the processors. Any increase decrease outturn weights accordingly 
are for the account the pelletizer. This broad general rule qualified, however, 
that the processor may fix his obligation for greater weight delivering pellets 
weighing more than the cottonseed meal received from such even, 
the Clement Grain Company case, may required replace pellets rejected 
the consignee. 

The pelletizing operation normally will result small lessening protein 
content. general matter, therefore, does not appear that liability the 
part the pelletizer for reduced protein content can established. 


CONCLUSION STAFF 


The staff the opinion that spite the emergency nature 
this program CCC’s interest should have been adequately protected 
its contracts with the pellet processors. Future contracts should 
specific and cover trade practices protect CCC’s interest. 
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SUPPLEMENTAL STABILIZATION SERVICE 


JANUARY 14, 1956. 
Memorandum for the Chairman. 
Re: Supplemental Information Concerning Commodity Stabilization 
Service. 
The staff has developed the following additional information which 
supplements the staff’s December 1955 report which was transmitted 
memorandum dated December 30, 1955. 


MOVEMENT CORN FROM MIDDLE WEST WEST COAST 


Reference made pages the staff’s report concerning the 
movement approximately million bushels corn 
Middle West the west coast for storage. Since the data incor- 
porated the report were obtained, additional corn has been moved 
bringing the total January 13, 1956, 16,427,778 bushels. The 
identity the storage facilities which the corn was stored have 
now been determined. Appendix containing the names the 
facilities and the amount corn stored each being attached 
this memorandum. 

The staff has also found that prior the determination that corn 
should moved the west coast, was decided that grain should 
moved from Oregon California. The movement grain from 
Oregon California was deemed advisable because California had 
empty commercial storage space due reduction crops and the 
time the decision was made, was thought that space Oregon would 
tight because the cutback production Oregon was not antici- 
pated. The staff was advised that pressure was brought California 
interests get CCC move grain California just pressure was 
brought Oregon interests get CCC move corn the west 
coast after was determined that there would short crop 
Oregon. specific examples such pressure were cited the staff. 
Identity the storage facilities California which grain from 
Oregon was moved being obtained and will submitted about 
January 17, 1956. 


PURCHASE AND RESALE BUTTER AND CHEESE UNDER 112 


Announcement 112, issued March 1954, advised that CCC 
would purchase salted creamery butter and American Cheddar cheese 
for the remainder March 1954 the support prices then effect 
provided the offerors such butter and cheese entered into contract 
repurchase from CCC April 1954, the identical butter and 
cheese. This announcement indicated that CCC would continue 
purchase butter and cheese under announcement and 100. 

stated: 

Paragraph 12: 

Commodities offered for sale under the terms this announcement shall 
remain the place and the form which they are sampled graded from the 


time the sampling grading until they are delivered CCC and finally until 
title revests the offeror. 
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Paragraph 14: 


Settlement for commodities purchased and resold under the terms this 
announcement shall made after redelivery offerer the basis vouchers 
certified invoices submitted the offerer, each case claiming the net differ- 
ence between the sales price CCC and the sales price from CCC offerer. 

Vouchers invoices shall contain the statement commodity remained 
the place which was sampled graded from the time sampling grad- 
ing until repurchased and redelivered the offeror,’ and shall supported 
USDA grading and inspection certificates. Settlement will made the basis 
the nearest even net pounds. 


Mr. Don Anderson, Acting Director, Livestock and Dairy Divi- 
sion, who signed 112, advised that butter and cheese could have 
been sold CCC March 31, 1954, under and 100, re- 
spectively, and could have been purchased from CCC any time 
under 107, thereby accomplishing what was accomplished under 
112. Mr. Anderson stated that the difference between 112 
and the previously mentioned announcement was the method 
which settlement was made. said that under and 100 the 
offerer probably would not have been paid for the butter and cheese 
sold CCC for approximately days. the offerer sold butter and 
cheese CCC under these announcements late March 1954 and 
then early April 1954 repurchased the same amount butter and 
cheese from CCC under 107, the offerer would have been required 
pay CCC for the butter cheese purchased from CCC before the 
offerer had received payment for the sale made CCC. Mr. Ander- 
son said that this would have worked hardship small companies 
and was one the primary reasons why 112 was issued. 

Mr. Anderson advised that was the Department’s opinion the 
time, and still is, that 112 did not any existing regula- 
tions. stated that after 112 was investigated congres- 
sional subcommittee the matter was referred the Department 
Justice. 

Mr. Anderson furnished list the firms which sold and repur- 
chased butter and cheese under DA112. This list, which being 
attached this memorandum appendix indicates that total 
5,195,112 pounds butter was sold CCC and then repurchased 
from CCC April 1954. The amount paid those companies 
which sold and then bought butter amounted $281,042.08. This 
represented differential between the support price for butter 
March 1954 and the lower domestic sales price effect April 1954. 

Appendix also indicates that 85,514,556 pounds cheese were 
sold CCC March 1954 and repurchased from CCC April 1954 
pursuant 112. amount paid the companies pursuant 
112 was $2,096,401.64. This represented the differential be- 
tween the support price for cheese March 1954 and the lower 
domestic sales price for cheese effect April 1954. 

Mr. George Cooper, Deputy Solicitor for CCC, advised that this 
matter was referred the Department Justice about September 
1955. Mr. Cooper advised that recently weeks ago inquired 
the Department Justice the status this matter and was 
advised that time that opinion had been rendered the 
Department Justice. 

Respectfully submitted. 

Director, Surveys and Investigations, 
House Appropriations Committee. 
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STABILIZATION SERVICE 


A.—Corn shipped from Midwest west coast January 1956, 
warehouses which stored 


Name and location warehouse Bushels store 
Farmers Grain Cooperative, Relico, 50, 176 
Coast Storage Co., Inc., Seattle, 118, 416 
Cargill, Inc., Hanford Street Dock, Seattle, 803, 755 
Archer-Daniels Midland Co., Tacoma, 493, 368 
Archer-Daniels Midland Co., Columbia Steel Warehouse, Portland, 

North Pacific Grain Growers, Kennewick, 475, 841 
Mid-Columbia Grain Co., Alderdale, 650, 956 
Mellwood Corp., Baker Dock, Tacoma, 442, 916 
Salyer Grain Milling Co., Corcoran, 696, 478 
Stockton Elevator, Inc., Stockton, 999, 703 
North Pacific Grain Growers, Spokane, 621, 138 

Northern California Elevator, Inc., Artois, 491, 533 
Kerr Gifford Co., Inc., California, West Sacramento, 142, 654 
Lawrence Warehouse Co., Esparto, 148, 489 
Continental Grain Co., Oakland, 498, 907 
Continental Grain Co., Lemoore, 98, 347 
Sacramento River Warehouse Co., Grimes, 108, 374 
Northern California Elevator, Inc., Corning, 308, 473 
Cargill, Dock and Elevator, Portland, 232, 618 
Gargill, Terminal Portland, 360, 918 
Lawrence Warehouse St. Helens Rd., Portland, 082, 956 
Continental Grain Longview, 365, 871 
Archer Daniels-Midland Co.,! Vancouver, 814, 920 
Lawrence Warehouse Co.,! Swan Island, Portland, 511, 201 

Approximately 300 cars received (based average 2,000 


Warehouse still receiving corn, balance approximately 300 cars come equally divided these 
ouses. 


B.—Total disbursements under announcement 
CINCINNATI COMMODITY OFFICE—CHEESE 


Contract 
weight 
Firm name and address purchased Amount 
and sold 
(pounds) 
American Community Stores Associates, Inc., 431 South Dearborn 
American Stores Co., 424 North 19th St., Philadelphia 30, 116, 454 836. 
Bildner Bros., 163 Shaw Ave., Irvington 11, 42,177 738. 
Blue Mounds Cheese Mart, Mount Horeb, 20, 680 568. 
Bongards Co-Op Creamery Association, Bongards, 135, 900 737. 
The Borden Cheese Co., New York, 663, 892 11, 618. 
Bruder Dairy Products Co., Cleveland 12, 23, 066 634. 
Calumet Cheese Inc., Hilbert, 137, 073 769. 
Clearfield Cheese Co., Inc., 116 East Oak St., Clinton, 293, 180 062. 
Clover Cream Dairy Produce Co., Marshfield, 101, 489 790. 
Community Creamery, 420 Nora, Missoula, 56, 236 546. 


Consolidated Badger Cooperative, 116 North Main, Shawano, 63, 750 753. 


| 


B.—Total disbursements under announcement 


CINCINNATI COMMODITY OFFICE—CHEESE—Continued 


Contract 
weight 
Firm name and address purchased 
and sold 
(pounds) 
Cudahy Packing Co., Union Stock Yards, Omaha 943, 846 
Dairy Belt Cheese Butter Co., Spencer, 411, 773 
Dairyland Cooperative Association, Juneau, 175, 000 
Dairymen’s League Cooperative Association, Inc., 100 Park Ave., New 
Daitch Co., Inc., 3339 Park Ave., Bronx, 130, 505 


DeKalb Creameries, Inc., Hudson New York 13, 35, 495 


Denisseu, 305 East Walnut St., Green Bay, 36, 860 
Denver Milk Producers, Inc., 945 11th St., Denver, 70, 213 
Dilbert Bros., Inc., Cooper Ave. and Dry Harbor Rd., Brooklyn, 19, 538 
Dorman Ine., Hudson St., New York, 44, 899 
Fairmont Foods, Inc., 197 Scott St., Buffalo 42, 798 
Flickinger Inc., 180 Niagara Food Terminal, Buffalo 33, 826 
Fort Worth Poultry Egg Co., Inc., 715 East 9th St. (Post Office Box 1537) 

Fremont Packaging Co., Inc., Weyanwega, 95, 520 
The Frink Creamery Co., Unit 67, Wazee Market, Denver, 53, 923 
Giant Food Shopping Center, Inc., 845 Bladensburg Rd. NE., Washington 

Golden Rod Creamery Co., Inc., North Wacker Dr., Chicago, 20, 000 
Great Atlantic Pacific Tea Co., 2622 Pulaski Ave., Chicago, 406, 979 
Harp Kettle Cheesehouse, 210 East Broadway, Madison, 29, 312 
Hillman’s, Inc., West Washington St., Chicago, 37, 778 
Hoffman 179 Franklin St., New York 13, 724, 404 
Hovey Co., North Market St., Boston, 22, 153 
Hygrade Foods Products Corp., 177 Duane St., New York, 145, 029 
June Dairy Products Co., Inc., 223 Coles St., Jersey City 31, 500 


Kennedy Co., Inc., Rindge Ave. Extended, Cambridge, 200, 542 


Kingan, Inc., West Maryland, Indianapolis, 21, 360 
Kraft Foods Co., 505 North Sacramento Blvd., Chicago 12, 27, 336, 804 
Lake Lake Co-op, 917A South 8th St., Manitowoc, 279, 340 
Lakeshire Marty Co., Division the Borden Co., Plymouth, 10, 969, 049 
Land O’Lakes Creameries, Plymouth, 041, 517 
McCadam Cheese Co., Inc., Ogdensburg, 841, 912 
Milk House Cheese Corp., 1114 Wood St., Dallas, 99, 820 
Modern Dairy Co-op, Sheboygan, 61, 710 
Northern Wisconsin Produce Co., Manitowac, 141, 719 
Outagamie Products Cooperative, Black Creek, 57, 389 
Patch Grove Creamery, Patch Grove, 26, 040 
Pleasant View Cheese 27, 364 
Piymouth Cheese Oorp., Green Bay, 359, 267 
Schreiber Co., Inc., 246 North Main Blvd., Green Bay, 258, 656 
Scray, 163 North St., Green Bay, 64, 789 
Sheboygan Falls Creamery Co., 837 Buffalo St., Sheboygan Falls, 36, 089 
Steve’s Cheese Co., Route No. Denmark, 33, 540 
The Stoieffer Corp., Euclid Ave., Cleveland 15, 58, 337 
Superior Cheese Co., 1419 Broadway, Oakland 12, 537, 750 
Swift Co., Union Stock Yards, Chicago, 760, 657 
United Biscuit Company America, Melrose Park, 438, 632 
Wildstein Sons, Delaware Ave and Vine St., Philadelphia 370, 750 
Wilshire Cheese Co., 217 West Mill St., Springfield, 333, 762 
Wilson Co., Inc., and South Ashland Ave., Chicago 146, 373 
Fred Wolferman, Inc., 118 West 47th St., Kansas City, 37, 566 
Whiting’s Natural Cheese Co., Route Gillett, 56, 980 
Woody’s Cheese Co., 200 North Broadway, Green Bay, 25, 817 


Amount 


$26, 595. 
11, 323. 
812. 


12, 519, 
283. 
621. 

013. 
1, 930. 85 
341. 
785. 

2, 489. 78 
930. 


632. 
2, 626, 80 
482. 


550. 
93, 692. 
806. 
24, 865. 
661. 
19, 039. 
387. 
538. 
551. 
509. 
587. 
650, 481. 
681. 
301, 648. 
28, 641.7 
515. 
219. 
14, 733. 
697. 
108, 693. 7: 
897. 
578. 
646. 
716. 
48, 518. 
15, 875. 
752. 
879. 
23, 971. 
846. 
696. 
028. 
058. 
34, 613. 
781. 
922. 


020, 


12, 062. 
509. 
488. 
178. 
561. 
1, 033. 06 
566. 

709. 


879, 952. 


850. 63 
992. 35 
922. 64 
69, 788. 13 
20, 918. 08 
8, 421.17 
612. 29 


APPENDIX B.— Total disbursements under announcement Da—112—Continued 


PORTLAND COMMODITY OFFICE—CHEESE 


Contract 
weight 

Firm name and address purchased 

and sold 

(pounds) 
Golden State Co., Ltd., 425 Battery St., San Francisco, 78, 167 
Vons Grocery Co., 5500 North Jefferson, Los Angeles, 62, 359 
Reedsport Creamery Cheese Factory, Reedsport, 24, 375 
Prairie Keat Foods, 356 East St., Los Angeles, 111, 512 
Tillamook County Creamery Association, Tillamook, 527, 603 
Arden Farms, Post Office Box 64, 965 
Brooklawn Creamery Co., 262 South Ist West, Salt Lake City, 
Clark County Dairy men’s Cooperative, Battle Ground, 144, 718 
The Borden Co., 755 Davis St., San Francisco, 88, 294 
Dairy ooperative ation, 1313 Southeast 12th Ave., 420, 820 
Watcom County Association, Bellingham, 310, 812 
Mount Angel Cooperative Creamery, Mount 81, 632 
Nelson Ricks Creamery Co., 314 North South St., Salt Lake City, 253 
Golden State Co., Ltd., 425 Battery St., San Franci isco, 399, 164 
Superior Cheese Co., 100 230, 559 
Superior Cheese Co., Myrtle Point, Oreg 25, 294 
Challenge Cream and Butter Association, 2650 18th St., San Francisco, 908, 475 
Kraft Foods Co., 2660 Newhall St., San Francisco, 193, 306 
Consolidated Dairy Products Co., 635 Elliott Ave. West, Seattle 99, Wash 572, 020 


Amount 


$1, 367. 
091. 
426. 

440. 
79, 233. 
136. 
929. 
532. 
550. 
439. 
528. 
12, 986. 
985. 
034. 
442. 
21, 888. 
44, 128. 
979. 
10, 010. 


Grand total: 


879, 952. 
216, 448. 


85, 514, 556 


096, 401. 


CINCINNATI COMMODITY OFFICE—BUTTER 


Inc., 168 Duane St., New York 13, 26, 748 
American Dairies, Inc., 2438 Broadw ay, Kansas 811 
Bongards Co-op Creamery Association, Bongards, 20, 100 
Dari-Best Butter Co., 184-186 Duane St., 64, 059 


Dunnett Co., 1525 North American St., Phil: adelphia, 29, 710 


Elzer, Inc., 182 Duane St., New York 13, 32, 545 
Farmers Co-op Creamery Association, Cresco, 34, 920 
Cudahy Packing Co., Omaha, Nebr 23, 247 
Fort Worth Poultry Egg Inc., 715 East 9th St. Office 

Fort Worth, 22, 282 
Fountain ity Co-Op reamery, 34, 690 
Fox DeLuxe Foods, Inc., 1122 ulton hicago, 68, 076 
Miles Friedman, Inc., 110 North Franklin St., Chicago, 25, 200 
Great Atlantic Pacific Tea Co., 2622 Pulaski Ave., Chicago, 302, 486 
Independent Cre amery, Grand Ave., Kansas City, 32, 340 
June Dairy Products Co., Inc., 223 Coles 75, 905 
Kennedy Co., Inc., Rindge Ave. Extension, Cambridge, 28, 372 
Land O’Lakes Creameries, Plymouth, 39, 378 
Michigan Producers Dairy Co., Adrian, 64, 610 
Mid-West Producers Creamery, Inc., South Bend, 65, 460 
Mountain States Creamery Co. Colorado, Denver, 35, 496 
Roberts Dairy Co., Lincoln, 31, 296 
Schreiber Co., Inc., 246 Main Blvd., ay, 141, 698 
Sugar Creek Co., 123 North ashington Ave., Danville, 39, 400 
Swift Co., Union Stock Yards, 282, 840 
Waldbaum, Inc., 134 Reade St., New York 13, 68, 212 
Hunter, Walton Co., 164 Chambers St., New York 38, 409 
Zenith-Godley Co., Inc., 176 Duane St., New York 13, 141, 065 


$1, 402. 
14, 126. 
978. 

194. 
12, 640. 
202. 
376. 
833. 
092. 


862. 
669. 
573. 
323. 

15, 880. 
214. 
574. 
985. 
635. 
489. 
392. 
370. 
777. 

12, 599. 
524. 
439. 
022. 

13, 747. 
581. 
920. 

13, 087. 
250. 


161, 580. 


} 


APPENDIX B.—Total disbursements announcement 


PORTLAND COMMODITY OFFICE—BUTT 


Firm name and address 


Wilsey Bennett, 323 South Anderson St., Los Angeles, 
Wilsey Bennett Co., 700 Front St., San 
Consolidated Dairy Products Co., 635 Elliott Ave. West, Seattle, Wash 
Knudsen Creamery Co. California, 1957 Santee St., Los Angeles, 
Crystal Cream Butter Co., St., Sacramento, Calif 
States Creamery Co., 321-323 South Anderson St., 
Raven Creamery, 3303 Northeast Union Ave., Portland, 
Gilt Edge Creamery, 685 4th St., San Francisco, Calif 
Turner Pease Co., 815 Western Ave., Seattle, Wash 
Lakeside Butter Co., 417 Market St., San 
Lakeside Butter Co., 929 East St., Los Angeles, 
Lakeside Butter Co., 221 Colman Bldg., Seattle, 


Los Angeles, 


Grand total: 


Contract 
weight 
purchased 
and sold 
(pounds) 


355, 602 


68, 204 
21, 000 


44, 650 
44,744 
24, 
91, 100 
39, 968 
44, 730 
29, 104 


Amount 


548. 
693. 
2, 498. 00 
2, 645. 33 
1,819. 00 


=== “| 
196, 422 161, 580. 


2 
$21, 080. 
95, 525 5, 970. 31 
391, 409 23, 507. 
4 033. 58 
1, 250. 6S 
2. 640. 60 
2, 578. 33 


SECTION FOREIGN AGRICULTURAL 
PRODUCTION 


Mr. Pursuant directive dated February 25, 1955, 
special investigation was made increases foreign agricultural 
production. interim report was received June 1955 and was 
made the subject special hearing this committee July 29, 
1955, and published shortly thereafter. The final report this sub- 
ject was received October 27, 1955. 

thorough review both reports makes apparent that the fail- 
ure this Government meet competition world agricultural 
markets doing the American farmer irreparable harm. result- 
ing large increases agricultural production abroad, with steady 
increase agricultural surpluses the United States. rapidly 
restricting the American producer the United States domestic 
market. 

There have been freight rate increases the United States since 
World War II. Minimum wages have been increased law. Other 
increases costs have come from the bargaining power labor 
unions. Prices charged manufacturers, wholesalers, and retailers 
have given them the highest profits ever received. Whatever the 
merits such increases and the benefits these groups, the result 
has been increase the costs what the farmer must buy. 

the same time, the farmer’s parity formula has been changed 
that these increased costs are longer reflected his price supports. 
His supports are now based the average price has received for 
the preceding years. 

Production United States farmers, which not surplus world 
needs, but only United States demands, has been held off world 
markets; and the farmers’ acreage the United States has been cut 
back effort absorb that which the United States sell. 

While production United States farmers has been held off world 
markets failure sell through normal channels, the United States 
has spent billions United States dollars expanding the production 
the same commodities foreign countries. has been busy 
making competitors former customers, thus adding world sup- 
plies and United States surpluses instead reducing them. 

Since farm income the result volume times price less cost, 
understandable—with reduced acreage and volume, lower prices, and 
increasing costs—why farm income dropping rapidly depression- 
day levels. 

The present huge Commodity Credit Corporation investment 
almost billion comes not from the price support system much 
from using American dollars put foreign lands into production 
for export, and from making loans and grants provide them with 
agricultural machinery. United States has provided technicians 
teach them how increase their production. Tax concessions 
have been granted United States firms get them expand 
foreign lands. Then further bring about the ruin many American 
farmers, the United States Department Agriculture has held 
United States commodities off world markets give markets 
foreign countries far beyond their prewar share. 


: 


Such course adds total world supplies. While the United States 
held its cotton off the world market and cut United States farmers’ 
acreage, invited and largely financed increase million acres 
put into production foreign countries. Yet 55,000 United 
States farm families, according Secretary Benson’s own report, 
were without homes the reduction United States cotton 
acreage last year alone. 

Largely financed the United States, million new acres fine 
farmland have been added Mexico through irrigation. Production 
cotton that country has doubled since 1.151 
2.2 million bales. This year Mexico’s exports have increased from 
742,000 bales 1.8 million bales, which much the United 
States will export for dollars its high offering price this year. 
Much the Mexican production financed American financial 
interests. 

The same situation exists with regard many other countries 
South and Central America. And recent weeks, through the 
Aswan Dam proposal, the United States has taken the first step 
help finance the development million new acres Egypt. 

India, where the United States financed 2,600 deep irrigation wells, 
has increased cotton production percent since and will 
have million bale crop 

Foreign dairy production has been increased 740 million pounds 
cheese and million pounds dried milk the years 
During that period, while the United States would not sell competi- 
tively, exports cheese from the United States dropped from 47.5 
million pounds 1950 5.4 million pounds 1954. 

During the period July 1947, August 1955, the United States 
Export-Import Bank Washington made loans $260 million 
foreign countries for farm machinery and equipment. The Inter- 
national Bank for Reconstruction extended $500 million loans for 
the same general purposes. 

From April 1948, March 31, 1955, the United States foreign 
aid program provided $984,159,436 United States dollars pro- 
mote agriculture foreign countries and created $710 million 
counterpart funds for furtherance agriculture those countries. 
During this period the International Cooperation Administration 
granted total $476,819,000 for agricultural machinery, tractors, 
and equipment for foreign countries. 

June last year, there were 738 United States agricultural 
technicians duty foreign countries, helping increase agricul- 
tural production. such agricultural technicians, 240 are located 
Latin America. 

The farm picture anything but bright. Farm income compared 
the national income has dropped from percent 1950 percent 
the present. Farm income has dropped percent the last 
years while other income has increased percent. Farm income 
deteriorating such rate seriously threaten bring another 
depression. The situation has become serious cause recom- 
mendation that billion dollars paid out the farmers this year 
effort bolster farm income and purchasing power. Though 


agreement not farm. Such recommendations not any 
substantial correct the causes the present farm situation. 

While our Government has raised costs, reduced prices, and held 
United States production off world markets, have spent billions 
increasing foreign production the same commodities under the 
foreign aid programs which continue. 

These reports, which fully substantiate these comments, are offered 
for printing the record this point. Portions the interim 
report have been inserted the appropriate sections the final 
report make full and complete record. 

(The reports are follows:) 

27, 1955. 
Memorandum for the chairman. 
increases foreign agricultural production. 

Pursuant committee directive dated February 25, 1955, this 
staff has completed study increases foreign agriculture 
production. 

interim report was submitted the committee June 22, 
1955. There attached the final report this shown 
exhibits and are based Department Agriculture crop 
estimate September 1955. October the Department 
increased the estimate for United States production 
approximately million bales. 

Respectfully submitted. 

Haynes, 
Director, Surveys and Investigations, House Appropriations 
Committee. 
DIRECTIVE 


directive dated February 25, 1955, the Committee Appropria- 
tions, House Representatives, required that inquiry made into 
the following points: 

The increase agricultural production foreign countries 
during the past years, with particular reference the basic 
commodities receiving United States price support. 

The United States interests which have brought about such 
increased foreign production through furnishing financial sup- 
port and technical direction and assistance. 

The extent which such United States financial interests 
receive special tax concessions from the United States Govern- 
ment income from production other countries. 

The extent which such financial interests are tied into the 
Department Agriculture and national farm organizations, 
through representation advisory committees 
groups. 

The amount foreign-aid funds which have been used 
encourage increased agricultural production foreign countries. 

What special concessions other countries throughout the 
world make move their exports, both agricultural and non- 
agricultural, into world markets. 


CONTENTS REPORT 


Summary final report: 
Increased foreign agricultural production. 
United States interests furnishing financial support foreign 
agricultural production. 
Special tax concessions income from production other 
countries. 
Financial interests members advisory groups. 
Foreign-aid funds used encourage agricultural production. 
Special concessions foreign countries encourage exports. 
Point Increased Foreign Agricultural Production: 
Interim report: 
Cotton. 
Wheat. 
Tobacco. 
Peanuts. 
Corn and rice. 
Final report: 
Cotton production. 
Cotton exports. 
Wheat production. 
Wheat exports. 
Corn production. 
Corn exports. 
Rice production. 
Rice exports. 
Tobacco production. 
Tobacco exports. 
Dairy products. 
Point United States interests furnishing financial 
foreign agricultural production: 
Interim report: 
Anderson, Clayton Co. 
The Corn Products Co. 
United States capital Mexico. 
Unconfirmed reports activities Latin America. 
Information from agricultural attachés. 
Foreign activities farm machinery 
companies. 
Agricultural loans made the Export-Import Bank. 
Credits for agricultural purposes, International Bank for 
Reconstruction and Development. 
Final report: 
Interviews with cotton merchants, producers, ginners, 
bankers, and associations. 
Interviews with exporters and processors grain, tobacco, 
and dairy products. 
Agricultural loans made the Export-Import Bank 
Washington. 
Credits extended for agricultural purposes the Inter- 
national Bank for Reconstruction and Development. 
International Basic Economy Corporation. 


countries: 
Interim report: 
Foreign tax credit. 
Western Hemisphere trade corporations. 
Income from sources within possessions United States. 
China Trade Act corporations. 
Dividends received from certain foreign corporations. 
Tax treaties. 
Foreign corporations not subject United States tax. 
Individuals. 
Point IV. Financial interests members advisory groups. 
Point Foreign-aid funds used encourage agricultural 
Foreign Operations Administration and predecessor agencies: 
Turkey. 
Iran. 
Pakistan. 
India. 
Latin America. 
Technical assistance activities the Food and Agriculture 
Organization. 
Point Special concessions foreign countries encourage ex- 
ports: 
Interim report: 
Export for non-agricutural products: 
Remission taxes. 
Rebate import duties paid raw materials. 
Retention foreign exchange. 
Multiple exchange rates. 
Other export incentives. 
Export incentives for agricultural products: 
Mexico. 
Brazil. 
India. 
West Germany. 
Dominican Republic. 
Cuba. 
Loan Brazil finance cotton withholdings. 
Final report: 
Brazil 
Colombia, Paraguay, and Union South Africa. 
France. 
Sweden. 
Australia. 
Franco-Egyptian trade agreement related cotton. 
Egypt. 
Turkey. 
The Netherlands. 
African territories France, the United Kingdom, Belgium, 
and Portugal. 
Sudan. 
Uruguay. 


Point III. Special tax concessions income from production other 


SuMMARY 


this part the report the staff members have summarized what 
appeared the more significant findings contained not only 
this report but also the interim report submitted June 22, 1955. 

The summary follows the order the sections the 
should noted that section contains data exports each com- 
modity following comments production. Complete information 
exports for was not available data used for the crop 
vear the calendar year 1954. 

Particular attention invited exhibits and which are the 
sources many statistics used the report. 


INCREASED FOREIGN AGRICULTURAL PRODUCTION 


(See pp. through 120 these hearings for supporting details.) 

During the 4-vear period ending with the crop foreign 
countries increased production all the basic commodities—cotton, 
wheat, corn, rice, tobacco, and peanuts—over levels. 

Based the most recent information available for the crop year 
the increase was approximately follows: Cotton, 5.1 
million bales, percent; wheat, 329 million bushels, percent; corn, 
403 million bushels, percent; rice, billion pounds, percent; 
tobacco, 457 million pounds, percent; and peanuts, 1,360,000 tons, 
percent. These increases are substantial but the increase 
percent cotton production particularly significant when 
realized that United States production declined percent from almost 
16.5 million bales estimated 13.9 million bales 

While impossible this time forecast the world’s 
crops, such information available indicates further substantial 
increase over least two the major basic commodities— 
cotton and wheat—possibly much 1.5 million bales cotton 
and 440 million bushels wheat percent). 

Land devoted production these two commodities 
expected substantially more than nearly million 
acres cotton and million acres wheat, addition increase 
over levels almost million acres cotton 
and million acres wheat. 


COTTON 


According USDA statistics, United States cotton exports de- 
clined over 2.2 million bales the past years, from 5.7 million bales 
percent. During the same period exports foreign countries in- 
creased over million bales, percent. 

Examination data exports for the 2-year period 
(see comments cotton exports) shows that countries 
which constituted percent the United States cotton market 
the prewar years 1935-39 imports from the United States declined 
from percent total imports. 

the United States had retained the same share the 
have exported additional 1.75 million bales. 


The free-world countries which are providing serious competition 
United States cotton exports are Mexico, Nicaragua, Brazil, Peru, 
Turkey, Greece, Syria, Iran, Pakistan, Egypt, and the Anglo-Egyptian 
Sudan. Although India has increased production about 1.25 
bales the past years, exports have shown little increase. 

Those countries showing the greatest increase cotton production 
during the past years are: Mexico, the Central American countries 
Nicaragua, Guatemala, and Salvador, Colombia, Greece, Spain, 
Turkey, Iran, Syria, India, Pakistan, Nigeria, and Tanganyika. 
While Egypt expected produce about the same 
substantial increase nearly 290,000 bales has occurred 
the past years. 

Mexico undoubtedly the country providing the greatest com- 
petition United States cotton the present time, with the potential 
for even more competition the future. produces the most de- 
sirable types cotton with the use modern methods and machinery. 
Nearly million new acres have been added converted from other 
crops cotton production since and new irrigation projects, 
partly financed the United States, have been the most important 
factors increasing the yield from 0.6 bale almost bale per acre 
during the same period. United States private interests appear 
have done more promote cotton production Mexico than any 
the other free world countries and indications are that they will 
continue expand their activities. Production has doubled since 
from 1,151,000 bales estimated 2.2 million bales 
and nearly times the 5-year postwar average 577,000 
bales. the same time, exports have increased over million bales, 
from 742,000 bales estimated 1.8 million 
equivalent total exports made the United States 
through regular commercial sales. 

(In the September 1955 issue Foreign Agriculture, publication 
the United States Department Agriculture, the following state- 
ment was 

Uncertainties everywhere about what the United States price would after July 
gave Mexican exporters opportunity which they took good advantage. 
early July they were offering their cotton German importers with contract 
clause providing that the United States introduced export subsidy cotton 
their price would lowered the same extent. 

the Central American countries Guatemala, Nicaragua, and 
Salvador the situation similar that Mexico. Production 
these countries indicated 400,000 bales, compared 
only 50,000 bales 1950-51. Future production estimated 
high 900,000 bales but lack transportation and shipping facilities 
present deterrent. Record yields over bale per acre are being 
obtained and here, Mexico, United States private interests have 
been instrumental furnishing the production incentive providing 
financing, merchandising, etc. Exports are estimated about 
360,000 bales more than times exports. 

the South American countries Argentina, Brazil, and 
production has remained fairly stable during the past years but 
Colombia increased production from about 35,000 bales 
estimated 130,000 bales Peru had moderate in- 
crease about 100,000 bales during the same period. Argentina 
expected produce 500,000 bales slightly more than its 


1950-51 crop. Except for its record crop nearly million bales 
attributed high world prices Brazil has 
maintained production about 1.6 million bale average since 
1950-51. United States interests not appear have had sub- 
stantial effect these countries, certainly not the extent indicated 
Mexico and Central America. 

Europe, Greece and Spain are the principal cotton producers. 
Greece had steady increase from about 117,000 bales 
estimated 170,000 bales Moreover, percent 
increase acreage and favorable growing conditions are expected 
produce 325,000 nearly triple the crop. 
Much this increase can attributed United States aid programs 
which furnished both machinery and technical assistance. Spain has 
increased its production from about 20,000 bales 
estimated 125,000 bales 

the Middle East, Turkey has been averaging about 600,000 
bales annually for the past but 210,000- acre increase 
expected produce additional 70,000 bales 
although produced record crop last vear 366,000 bales expect- 
ing percent increase over times the crop. 
Yield expected high 380 pounds per acre. has 
nearly tripled its production the last years, with estimated 
crop 350,000 bales, and during the same period acreage 
increased from 321,000 estimated 700,000 acres. This country 
has also received substantial aid from the United States, has Turkey. 

India, second only the United States the free world, has 
increased cotton production percent since with 
crop indicated million bales, irrigation projects, partially 
financed the United States, brought 3.5 million additional acres 
into production. 

Pakistan, production has been fairly stable about 1.25 million 
bales for the past years but expected show sharp 
increase 1.5 million bales. This country, like India, has been the 
recipient United States foreign aid. 

Egypt, historically producer long-staple cotton, had prewar 
average about 1.9 million bales. After the war, production in- 
creased from low 1.5 million bales average the first postwar 
years estimated 1.75 million bales 

The only other African countries showing substantial increases 
the past years are Nigeria and Tanganyika. 


WHEAT 


The production wheat foreign countries for the crop year 
was 329 million bushels more than sizable 
increase resulted even though the crop Canada, which experienced 
unfavorable weather was appreciably less than normal 
production. Foreign production for currently estimated 
440 million bushels more than 

Wheat acreage foreign countries has increased during the 
increases wheat acreage and production have been recorded 
number the European and Middle Eastern countries which have 
received substantial foreign-aid grants recent years. France now 


producing 100 million bushels more wheat than prewar years and 
1954-55 became the world’s fourth largest wheat exporter. The 
current crop Italy estimated million bushels 
larger than 1954—55. 

Turkey has almost doubled wheat acreage and Greece has 
increased acreage percent and production percent, com- 
pared prewar years. Turkey reported have planted almost 
500,000 more acres wheat than India may 
produce 319 million bushels the largest crop record 
for that country. 

Most Latin American countries, part their programs 
increase home food production, have expanded wheat acreage and 
production. The acreage Mexico has increased percent and 
production has more than doubled since the period 1935-36 
Wheat minor crop Peru but production and acreage are almost 
twice the prewar years. Brazil has increased wheat production about 
percent the last years. 

United States exports wheat and wheat flour, because world- 
wide shortages bread grains, reached all-time high 503 million 
bushels about percent the world wheat and flour 
trade. From that year the urgent postwar needs lessened while 
foreign production increased and the United States share World 
exports steadily declined low 24.7 percent 1953-54 and 
28.7 percent 

United States exports the United Kingdom were 
percent that country’s imports but had declined 
percent. United States exports West Germany were 
percent West Germany’simports. this had dropped 
percent. During the same period the United States incurred 
substantial losses exports out major importing countries 
American wheat and flour. 

CORN 


Corn production outside the United States esti- 
mated 403 million bushels more than 1950-51. Argentina, 
traditional large corn producing country, reported one the smallest 
crops for several years about 177 million bushels less than the 
5-vear prewar average. 

Mexico, corn production reached all-time high 142 million 
bushels which attributed larger acreages and sub- 
stantial increases yields result hybrid seed corn and improved 
methods. Brazil has also increased its corn output, the last two crops 
being about million bushels larger than 1950-51. 

The largest corn-producing country Western Europe Italy, 
and the crop was 116 million bushels. The introduction 
United States hybrid seed, and activities United States hybrid 
seed corn companies, has contributed larger crops and yields 
Italy. The African corn crop has shown sizable increase. one 
country, the Union South Africa, the crop estimated 
138 million bushels percent greater than 

Prior World War II, Argentina was the leading corn exporting 
country and United States exports only averaged about million 
bushels annually from 1934 1938, about percent the total 
world exports. recent years the United States has become the 


principal exporting country with average corn exports 106 million 
bushels per year from 1950 1954, percent the world aver- 
age. Most American corn shipped Canada, Mexico, and West- 
ern and recent years, corn sales have had compete with 
larger supplies and exports barley, grain sorghums, and feed wheat, 
competitive lower prices. 

RICE 


World rice production 1954-55 (excluding Communist China, 
North Korea, and the Soviet Union) presently estimated 262 
billion pounds. This will the second largest crop record, 
billion pounds more than The United States portion 
this production was 5.9 billion pounds about percent, 
while Asian countries account for approximately percent. 

particular importance American rice producers and exporters 
are the substantial increases Argentina, Brazil, Colombia, Mexico, 
and Cuba from Cuba, which has always been 
the largest market for United States rice, reports 1954—55 crop 
340 pounds 173 million more than Current 
estimates for the crop are 440 million pounds. Reports 
received from the grain trade state that Cuba will self-sufficient 
rice, within years. 

During 1954 exports United States rice declined more than 500 
million pounds, percent from shipments 1953, while foreign 
producing countries increased their total exports 833 million 
pounds. Exports from Asia increased 1,122 million pounds, which 
1,060 million was attributed Burma. Smaller exports rice 
Cuba accounted for about 140 million pounds the reduction 
United States 1954 exports. Increased supplies rice world trade 
lower prices during 1954 were also responsible for the decline 
exports from the United States and some other Western Hemisphere 
countries. 

TOBACCO 


Tobacco production foreign countries increased estimated 
457 million pounds 9.2 percent the period and acreage 
increased 741,000 acres. United States production increased 206 
million pounds from 67,000 more acres over this same period. Since 
flue-cured tobacco comprises over percent all United States 
tobacco exports and oriental tobaccos are more competitive world 
markets, these varieties foreign growths are the more important 
American tobacco growers. 

Flue-cured tobacco produced many foreign countries has shown 
upward trend. The acreage flue-cured tobacco the major 
present and potential competing countries increased from 384,000 
acres slightly more than million acres, 172 percent, between 
and 1954 and production increased from 370.6 million pounds 
986.1 million pounds, 166 percent, over the same period. Canada, 
Southern Rhodesia, India, and Japan have reported the more sizable 
increases. Southern Rhodesia’s output 1954 was 119 million pounds 
million more than the prewar 1935-39 average. reported 
that the British American Tobacco Co. largely responsible for the 
growth the flue-cured tobacco industry Southern Rhodesia. 
Japan’s 1954 flue-cured production 155 million pounds million 


more than the 1935-39 average. India has 
tobacco grown from million pounds 106 million pounds 
estimated for the 1954-crop. Large quantities Indian flue-cured 
tobacco are exported Japan. The Philippine Republic en- 
couraging the growing flue-cured tobacco and United States ex- 
porters forecast downward trend tobacco exports that country 
which has important market for the United States. 

Larger percentages oriental tobacco, used cigarette blends 
European and other countries, indicates increasing competition for 
American tobacco. Turkey has increased oriental production from 
128 million pounds the prewar years estimated 234 
million pounds 1955. Greece, another major producer oriental 
tobaccos, reported have 1955 crop 175 million pounds, 
million larger than considerations are 
reported have resulted larger purchases tobacco from Turkey 
and Greece several Western European countries, mainly France 
and Germany, during recent years. 

American producers and exporters leaf and manufactured tobacco 
are confronted with many forms trade barriers and foreign export 
incentives when they attempt sell their products world trade. 
However, the United States continues the world’s leading tobacco 
exporting country. United States flue-cured tobacco largely ex- 
ported Western Europe, the Philippine Republic, and Australia. 
The United States share United Kingdom tobacco imports has de- 
clined steadily from 1950 1954 result smaller dollar alloca- 
tions and competition with Canadian tobacco, which has tariff pref- 
erence, and with tobacco from the Central Africa Federation, which 
has both tariff preference and guaranteed purchase agreement. 
Trading arrangements and cheaper foreign tobaccos have worked 
against United States exports other countries around the world. 


PEANUTS 


The principal foreign peanut-growing countries are India, China, 
French West Africa, and Nigeria and the peanuts produced these 
countries are generally crushed for oil, which competitive with 
animal fats, cottonseed, soybean, and other vegetable oils. The pea- 
nuts grown the United States are mostly used for domestic edible 
purposes. Peanut production foreign countries during 
reached estimated record total 11,178,000 tons, 1,360,000 
tons more than the crop year 

The major portion world exports from the African countries 
and shipped principally Europe, France and the United King- 
dom being the leading markets. These exports are either the form 
oil shelled and unshelled nuts for crushing. Mexico has been 
exporting peanuts for edible use small but steadily increasing quan- 
tities. United States peanut exports are not large only small 
surplus stocks are exported for crushing. 


DAIRY PRODUCTS 


Foreign production dairy products whole has been moving 
upward the 5-year period 1950 1954. Milk production foreign 
countries during 1954 was about billion pounds above 1950, the 
result demand for dollar other foreign exchange efforts 


attain self-sufficiency food supplies. Milk production has also in- 
creased the United States over this same period but exports most 
dairy products have decreased. 

The utilization world milk supplies shows definite trend away 
from butter, but when foreign milk producing countries have larger 
than normal milk supplies, much this excess goes into that product. 
New Zealand and Denmark usually supply around percent world 
butter exports and the United States has supplied less than one-half 
percent, except during World War During the past years 
foreign milk production, important extent, has blocked 
any material expansion exports United States butter. 
Foreign countries produced 740 million pounds more cheese, 
million pounds more dried milk and 134 million pounds less canned 

milk 1954 than 1950. While United States exports these three 
dairy products have decreased during this same period, exports from 
foreign producing countries have increased. United States export 
sales whole dried milk are being blocked price and exchange 
many foreign markets, while the major part United States nonfat 
dried milk exports currently distributed the United Nations 
Children’s Fund. The export market for American condensed milk 
almost totally lost while the Netherlands exported almost 12: 
million pounds more canned milk 1954 than 1950. United States 
exports cheese 1954 were only 5.4 million pounds about 42.1 
million pounds less than 1950. 

There great need and potential demand for milk products 
practically all deficit-producing countries, particularly parts 
Latin America and the Far East. Since the exported surplus 

dairy products the United States small percentage total pro- 
duction, the further development foreign outlets would most 
important the American dairymen. 


UNITED STATES INTERESTS FURNISHING FINANCIAL SUPPORT FOREIGN 
AGRICULTURAL PRODUCTION 


PRIVATE INVESTMENTS 


(See pp. 121 through 148 this hearing for supporting details.) 

The major activities during the past few years United States 
private interests the promotion foreign agriculture have been 
concentrated Latin American countries. these countries many 
United States companies, individuals and financial institutions have, 
either directly through subsidiaries and affiliated concerns, brought 
about large increases cotton production and exports establish- 
ing cotton gins and markets, furnishing technical management as- 
sistance, and providing financial aid growers, cotton ginners, and 
cotton cooperatives. 

United States capital investments, financing, and management have 
much lesser degree promoted some part the increased production 
other basic commodities and dairy products these countries. 
not indicated that much actual farming has been undertaken 
Americans, but some countries and localities the establishment 
markets, elevators, processing plants, and the furnishing seeds and 
technical assistance has provided the basis for sizable increases the 
output corn, wheat, rice, and milk. 


those countries outside the Western Hemisphere which show 
important increases agricultural production, the main contribution 
made United States private capital appears the introduction, 
sales, financing modern agricultural and processing machinery, 
United States improved varieties cottonseed, hybrid corn, and 
other seeds, and the furnishing technical assistance. 

Mexico, where United States investments are largely credited 
with the very great increase cotton production since 
reported that majority the cotton gins are owned controlled 
American interests. Many United States cotton firms are either 
establishing new gins buying the few remaining Mexican-owned 
plants. The Murray Co. Texas, Inc., large gin machinery 
manufacturer, reports that exports Mexico 1955 will include 
complete cotton gins. 

Anderson, Clayton Co., the world’s largest merchandiser 
cotton, had indicated $16,021,000 invested Mexican plants and 
equipment July 31, 1954. This company also has subsidiaries 
Peru, Brazil, Argentina, Paraguay, and Egypt. Foreign plants 
Anderson, Clayton Co. include cotton compress and warehouse 
units, oil mills, and 112 cotton gins, the majority these being 
located Latin America. Anderson, Clayton Co. operations 
Brazil were started 1934 and has been reported that the growth 
the cottongrowing industry Brazil largely the result the 
activities this company. 

Hohenberg Bros. Co. Memphis, Tenn., through affiliated 
company, Empresas Hohenberg V., operates cotton gins 
Mexico and makes production and harvesting loans farmers. 
During the past year Hohenberg Bros. Co. started operations 
Guatemala and Nicaragua. reported that percent this 
company’s export sales will from foreign cotton growths. 

Cook Co., Inc., Memphis, Tenn., through foreign affiliates 
operates gins Mexico and handles about 100,000 bales Mexican 
cotton annually. 

George McFadden Bros. Memphis, Tenn., through Mexican 
subsidiaries maintains cotton gins the large producing sections 
Mexico and expects handle about 95,000 bales Mexican 
growths the crop year McFadden Cia., Ltd., sub- 
sidiary, operates gins Brazil six locations and warehouse 
Paulo. Loans are made producers, ginners, and cooperative 
cotton organizations and 1954 this company handled about 100,000 
bales Brazilian cotton. 

the Central American countries Nicaragua, Salvador, and 
Guatemala, Weil Bros. Cotton, Inc. Montgomery, Ala., through 
Panamanian subsidiary Algodonera Weil, A., handles major part 
the cotton export from these three countries. 

Grace Co. jointly operates the largest cotton mills Peru 
and active the buying and exporting cotton that country. 
Overall, the Grace company’s Latin American affiliates produced 
yards cotton, rayon, and woolen fabrics 1954. 

Mexican cotton production now being aggressively encouraged 
United States capital, irrigation projects which were started 
some years ago are nearing completion. Major banks the United 
States consider cotton production harvesting loans Mexico 
sound investment. April 1955, the press reported $10 million 


granted Bank America finance cottongrowers Mexico. 
Press comment included the statement that this loan indication 
“confidence American banks Mexico’s economic future and 
easy sale bumper cotton 

Most the larger American cottonseed companies are active 
exporting improved United States varieties Mexico and other 
Latin American countries. The Delta Pine Land Co., Scott, 
Miss., reports export sales 1,606 tons cotton planting seed, from 
September 1954, May 31, 1955. 

The Rockefeller Foundation has supported crop breeding and exten- 
sion work Mexico which has resulted substantial increases 
corn, wheat and bean yields. Many United States interests are 
reported investing agriculture Latin America, mainly 
cotton, and many the companies which presently have investments 
there plan expand their operations earnings and economic and 
political conditions justify such expansion. 


LOANS EXPORT-IMPORT BANK 


From July 1947, through August 1955, the Export-Import 
Bank Washington made loans totaling approximately $260 million 
for agricultural purposes borrowers foreign countries. Funds 
from these loans were used purchase farm machinery, fertilizer 
plants, land development machinery, sugar mills, grain storage equip- 
ment and expansion highway and irrigation facilities. 

Export-Import Bank credit also has been important facilitating 
exports farm products. August 1955, for example, the Export- 
Import Bank authorized loan $60 million the Bank Japan 
finance the purchase American raw cotton. present market 
prices this will finance the purchase about 330,000 bales cotton. 

far the largest agricultural credits (approximately $90 million) 
were extended Israel. Mexico received loans totaling $30 million 
from the Export-Import Bank for the purchase farm machinery, 
sugar mill equipment and the construction dams increase irriga- 
tion facilities. 

Other countries receiving loans for irrigation and land development 
purposes include Afghanistan, Haiti, and Iran. 


LOANS INTERNATIONAL BANK FOR REGONSTRUCTION AND DEVELOPMENT 
(WORLD BANK) 


July 29, 1955, the World Bank had extended approximately 
$500 million credits which were used either directly indirectly 
expand agricultural production. this total, approximately $143 
million have been loaned for land improvement, river basin develop- 
ment, and irrigation purposes. Australia, Italy, Peru, Thailand, 
Turkey, and India received the largest loans for land improvement 
and irrigation purposes. Australia and Colombia received the largest 
loans for the purchase agricultural machinery. 

terms total loans received either directly indirectly for agri- 
cultural purposes Australia leads other countries wide margin 
with total credits $126.8 million. Colombia second with total 
credits $81.8 million. India, Turkey, Thailand, the Netherlands, 
Peru, Italy, Guatemala and Chile also are among the more important 
borrowers from the World Bank for agricultural purposes. 


SPECIAL TAX CONCESSIONS INCOME FROM PRODUCTION OTHER 
COUNTRIES 


(See pp. 149 through 153 these hearings for supporting 

For some years the United States Government, provisions 
its tax laws, has encouraged American trade and investment foreign 
countries certain credits other tax advantages. Among these 
provisions are foreign tax credits, reduction tax rate for so-called 
Western Hemisphere trade corporations, exemption from United 
States taxes business located United States possessions (under 
certain conditions), special deductions for China Trade 
porations and deductions for dividends received from foreign corpor- 
ations certain conditions are met. 

Foreign corporations owned United States interests and incor- 
porated foreign country are not subject United States taxes 
unless dividends are paid the American owners. dividends are 
not paid, liquidated earnings brought into the United States would 
subject only the capital gains tax. 

Staff members were advised cotton merchants having invest- 
ments foreign countries that United States tax concessions had 
not been factor making such investments. They also stated that 
foreign subsidiary corporations had been organized facilitate doing 
business, not avoid United States taxes. 


FINANCIAL INTERESTS MEMBERS ADVISORY GROUPS 


(See pp. 154 through 156 these hearings for supporting details. 

The interim report submitted June listed officials companies 
either believed known engaged agricultural activities 
foreign countries who were serving various USDA committees. 

Changes such membership, according the latest information 
received, are shown this report. 

Staff members have not been able ascertain that any officials 
companies having foreign agricultural interests are serving any 
committees national farm organizations. However, number 
such individuals are serving various committees the National 
Cotton Council America. 


FOREIGN AID FUNDS USED ENCOURAGE AGRICULTURAL PRODUCTIONS 


(See pp. 157 through 170 these hearings for supporting details.) 

selected countries throughout world, where during the 
past years important increased production one more the basic 
United States price-supported commodities has been reported, United 
States foreign aid funds obligated the Foreign Operations Adminis- 
tration and predecessor agencies for the promotion agriculture, 
totaled $984,159,436 from April 1948, March 31, addi- 
tion, approximately $710,800, 000 local counterpart created 
United States assistance activities some these countries, have 
been programed for the furtherance agricultural production and 
processing. These countries, well details the above figures, 
are shown table page 40A the interim report. 

The International Cooperation Administration reports 
economic aid funds obligated worldwide from the beginning the 
program March 31, 1955, for imports agricultural machinery, 
agricultural tractors, fertilizer, seeds for planting pesticides, 


amount $476,819,000. ICA also reports that 738 United States 
agricultural technicians, including administrative personnel for 
agricultural programs, were duty foreign countries June 
1955. 

Turkey, where cotton, tobacco, corn, rice and wheat production 
show sizable increases, United States foreign aid funds for agriculture 
total approximately $66.9 million. Iran, where cotton production 
expected increase 220,000 bales over United 
States aid programs have obligated $47.3 million for the promotion 
agriculture. India, which has reported the cotton crop 
about 1,200,000 bales larger than and also substantial 
increases corn, wheat, rice and flue-cured tobacco over the same 
period received $174.5 million foreign aid for 
Greece, similar aid programs amount $45.4 million and counterpart 
approved withdrawals for agriculture total $64.8 million. the last 
years Greece has raised much larger crops cotton, wheat, corn 
and rice. 

United States foreign aid Latin America for agricultural develop- 
ment has been largely part the technical cooperation program. 
Programs are carried out through cooperative service agencies called 
servicios, jointly staffed, administered and financed United 
States and the host government. 

The projects and aid funds Latin America have not been large 
when compared Europe and Asia, but more funds and emphasis are 
indicated for the future. The principal activity date has been the 
furnishing agricultural, technical, and administrative personnel. 
ICA reports 240 United States technicians were Latin American 
countries June 1955. 

The Food and Agriculture Organization the United Nations 
reports technical assistance programs operation during 1954 
countries located throughout the world. Total funds for the expended 
program FAO during recent years have been approximately $25 
million which the United States contributes about percent. 
The various activities this organization include the assignment 
several cotton specialists foreign countries furnish advice the 
production, marketing, and classification cotton. 


SPECIAL CONCESSIONS FOREIGN COUNTRIES ENCOURAGE ESPORTS 


(See pp. 170 through 179 these hearings for supporting details.) 

far the largest part the world trade agricultural products 
directly indirectly Government boards, manipu- 
lated multiple exchange rates employed the exporting country, 
influenced Government subsidies. 

Foreign Agriculture Circular states “Over percent 
the world’s wheat crop today produced and marketed under price 
supports other forms official incentive and planning.”’ 

Foreign Agriculture Circular states: 

Nearly all important surplus cotton producing courtries have estab- 
lished governmental policies programs which are, circumstances demand, 
utilized expedite the exportation cotton. 

Essentially the same situation prevails with respect international 
trade rice, tobacco and sugar. 
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geographic basis, found that the surplus agricultural 
producing countries South America employ multiple exchange rates 
and vary them from time time promote exports. Turkey and 
France employ domestic support prices their important agricul- 
tural products and sell lower prices the world market than 
home. Sweden limits imports and subsidizes exports when necessary 
maintain internally stable prices and supplies. 

The Netherlands subsidizes exports dairy products stabilize 
the domestic market. The products African colonies are directed 
toward the mother countries government boards. Egypt main- 
tains price supports and manages export sales cotton through 
Government agency. 

number countries sucb Mexico, India, and Pakistan have 
export taxes their major agricultural exports which are adjusted 
necessary expedite exports. 

France subsidized wheat exports $1.40 bushel early 1955. 
Uruguay subsidized frozen beef exports the extent approximately 
percent the sale price 1955. 

reported that early 1955 Australia subsidized butter and 
cheese exports the extent and cents pound, respectively, 
while the Netherlands subsidized sales butter the United 
Kingdom approximately 2.4 cents per pound. 

The Government Turkey has absorbed large losses selling 
wheat, cotton and several other products for export lower than 
their domestic support prices. 

One Brazilian exporter dropped his export selling price 4.6 cents 
pound cotton (12 percent) within days after the exchange rate 
for cotton exporters was raised percent May 1955. 

Colombia gives tobacco exporters bonus about percent 
their export sales and tobacco export subsidies Paraguay are approx- 
imately equal the export sale prices. 


ERENCE THE Basic UNITED STATES 


The interim report submitted June 22, 1955, contained information 
available that date increased production cotton, wheat, 
tobacco and peanuts foreign countries the free world: 


Twenty-eight countries which showed substantial increases pro- 
duction one more the price-supported basic commodities 
(cotton, corn, wheat, peanuts, rice and tobacco) were selected for 
special study. analysis sheet for each country (as well for the 
United States and the World) was prepared showing production, 
acreage, vield per acre, and exports for each commodity for the follow- 
ing periods: 5-year averages 1935-36 1939-40 and 
1949-50. Annual data for the years, inclusive. 
The percentage change between 1950-51 and Estimates 
for 1955-56, where available. 

Data were assembled the appropriate divisions the Foreign 
Agriculture Service. Some test the accuracy the figures 


have been made. number meetings have been held with officials 
various divisions the Department Agriculture and with trade 
associations discuss increased production and trends foreign 
countries. 

For this report, analysis sheets for five the countries—Mexico, 
Iran, Turkey, India, and Pakistan—were selected for inclusion. They 
appear exhibits through the end the report. (Analysis 
sheets the other countries are available the office the 
director the staff.) 

Mexico was included because the substantial increases cotton 
and other agricultural products that country recent years, much 
which may attributed private interests the United States. 
Iran, Turkey, India, and Pakistan were included because they also 
have sharply increased production cotton and other crops recent 
years while receiving large foreign-aid grants from the United States. 

detailed analysis the foreign-aid program Iran appears 
this report (see pt. and similar data for Turkey, India, and Pakistan 
will included the final report. 

few examples preliminary findings date are given below: 


COTTON 


The greatest increases production and the greatest potentials 
for future competition with the United States are Mexico and the 
Middle East countries Turkey, Syra, Iran, Iraq. 

Mexico cotton production has increased from prewar 5-year 
average 334,000 bales postwar 5-year average 577,000 bales 
and 1,780,000 bales the crop year Cotton exports 
have increased for the same periods from 105,000 343,000 
1,150,000 bales. 

reported that Mexico started its program for expansion 
facilities 1947, and proceeding approximately sched- 
ule. anticipated that the program will completed 
years, which time the limit appreciable expansion will reached. 
The Yaqui River project expected increase irrigation substan- 
tially the Northwestern section. 

the Middle East countries Turkey, Syria, Iran, and Iraq, 
cotton production decreased from prewar 5-year average 459,000 
bales postwar 5-year average 390,000 bales and then increased 
1,260,000 bales the crop year Cotton exports for the 
same periods decreased from 157,000 85,000 and then increased 
684,000 bales. 

believed that there will continued increases cotton 
production the Middle East. 

Cotton production Nicaragua, Salvador and Guatemala has 
increased steadily from approximately 50,000 bales years ago 
estimated 300,000 bales 1954-55. further increase about 
100,000 bales expected and potential annual production 
estimates after several more years development range from 700,000 
900,000 bales. 

Peru cotton production has increased percent during the past 
years 505,000 bales During the same period exports, 
which are large proportion production, increased percent. 


These exhibits now appear exhibits through end final report. 


However, reported the Peruvian Government holds cotton and 
sugar production (the most profitable crops) under strict control 
order insure the production adequate food crops. 

Argentina cotton production has been fairly stable over the past 
years, the crop being 500,000 bales. Exports normally 
amount about percent production. anticipated there 
will expansion during the next years although there 
potential for large increases. 

Brazil cotton production been stable for the last years. 
The 1954—55 crop was 1,600,000 bales, some 350,000 bales less than 
the 5-year prewar average. Exports have borne little relation 
production. has been reported that Brazil has policy encour- 
agement industry which acts deterrent expansion agricul- 
ture and therefore significant change anticipated cotton 
production. 

Egypt cotton production has been fairly stable for the past 
years, the highest yield being 2,047,000 bales The 
crop was 1,598,000 bales. large proportion the produc- 
tion exported. The staff has been informed that the Sudan has 
potentiality for expansion wells and irrigation are increased. How- 
ever, the necessary machinery and equipment are expensive and 
substantial increase production anticipated the near future. 
has been reported that German interests are considering the invest- 
ment capital this project. 

other African countries cotton production has been small and 
fairly stable. The staff has been informed that there little chance 
for substantial expansion. 

India during the past years there has been gradual increase 
the production cotton, the crop being 3,900,000 bales. 
are negligible. has been reported that some 600,000 bales 
American-type cotton are imported, principally from East Africa 
the price has been lower than the United States price, the result 
being that the United States residual supplier. 

Pakistan cotton production has been stable for the past years, 
the crop being 1,245,000 bales. During the last years, 
large proportion the production was exported but exports for the 
current year were only 630,000 bales. The staff has been informed 
that although increased acreages are needed for production food 
products for home consumption planned maintain expand 
exports cotton through increased irrigation and improved cultural 
practices. 

The production cotton minor importance friendly countries 
other than those discussed above. 

The following information the world situation with respect 
fibers was received. World production last year was the 
equivalent approximately million bales cotton and this year 
expected the equivalent about million bales; United 
States production synthetics has not changed substantially during 
the last years. Cotton has held its own per capita basis; the 
price cotton has definite effect rayon production and consump- 
tion, but the recent expansion the other higher priced synthetic 
fibers such nvlon, orlon and dacron has been largely independent 
the price cotton. 


WHEAT 


World wheat production increased from annual average 
billion bushels prewar years 6.6 billion bushels 
continued rise 7.4 billion bushels and 7.3 billion bushels 
1953-54. Lower yields and slightly lower acreage resulted 
somewhat less wheat production 6.8 billion bushels 

compared with the 5-year prewar average world wheat acreage 
was percent higher and production was percent higher 1954—55. 

the United States with acreage allotments and marketing 
quotas effect, farmers harvested million around percent 
fewer acres wheat 1954 than 1935 1939. With higher acre 
yields they produced around 211 million bushels percent more 
wheat, however, 1954 than 

the three other major wheat exporting countries—Canada, Argen- 
tina, and Australia—around million fewer acres wheat were harvest- 
1954—55 than the prewar years 1939-40. Higher 
acre yields resulted the production about million bushels 
percent more wheat these countries however, than was 

These acreage and production data indicate that the relatively 
high level world wheat production 1954—55 was not the result 
expansion the major wheat exporting countries. 

Sharp increases wheat acreage and production have been recorded 
number the European and middle eastern countries which have 
received substantial foreign-aid grants recent years. 

France, although reducing slightly, the acreage devoted wheat 
1954 compared with the average, produced over third 
100 million bushels more wheat 1954 than the prewar years. 

Turkey has almost doubled her wheat acreage since the 
1939-40 average, and more than doubled her total production 
1953-54. Unfavorable yields resulted sharp drop 
wheat production compared with year earlier yet remained 
third higher than the prewar years. 

Greece, although net import basis, has increased her wheat 
acreage percent and production percent compares with 
prewar years. 

Most Latin American countries, part their programs 
increase home-food production, have expanded their wheat acreage 
and production. The acreage wheat Mexico has increased 
percent while production has more than doubled since the period 
1935-36 1939-40. Although wheat minor crop Peru the 
acreage has increased percent and production has almost doubled 
compared with prewar years. 

the interests maintaining self-sufficiency, wheat production 
expected continue recent high levels most countries which 
are now net import basis. definite trends are evidence 
the more important foreign wheat exporting countries. 


TOBACCO 


World tobacco production increased from annual average 6.5 
billion pounds the period 7.8 billion pounds 1954, 
increase percent. During this same period the world acreage 


devoted tobacco production increased from 7.5 million acres 8.6 
million acres, increase percent. 

United States production tobacco increased from 1.5 billion 
pounds the period 2.2 billion pounds 1954, increase 
percent, spite the fact that the acreage devoted tobacco 
1954 was slightly smaller than the acreage. 

Canada and Southern Rhodesia are among the more important 
countries from the standpoint tobacco-production increases. 
both these countries the expansion has been encouraged long- 
term contracts offered British tobacco companies. 

acreage and production from 1935-39 1954 are 
ollows: 


Percent increase in— 


Acreage Production 


‘Canada 


Japan has increased her tobacco acreage from 92,000 acres 
1935-39 172,000 acres 1954 and from production 149 million 
pounds the prewar years 256 million pounds 1954. 

Turkey has increased her production tobacco sharply from 128 
million pounds the prewar years 206 million pounds 1954 and 
acreage from 194,000 acres 323,000 acres during the same period. 

Italy also has increased both acreage and production tobacco 
over percent during the same period 

Brazil, far the largest tobacco producer Latin America, has 
increased her tobacco acreage from 250,000 acres 1935-39 
433,000 acres 1954. ‘Tobacco production Brazil increased from 
203 million pounds year the 1935-39 period 296 million pounds 

Colombia almost doubled both tobacco acreage and production 
the same period and Mexico more than doubled her production with 
about percent increase acreage 

Tobacco production has declined India, Pakistan, and Iran. 

Flue-cured tobacco usually accounts for about percent all 
United States exports. World production this type leaf has 
shown striking increases. acreage flue-cured tobacco the 
major present and potential competing countries increased from 
384,000 acres 1.045 million acres, 172 percent, between 1935-39 
and 1954, and production increased from 370.6 million pounds 
986.1 million pounds, 166 percent, during the same period. 

Tobacco production expected increase further the sterling- 
area countries where British interests are stimulating increased pro- 
duction. Further increases acre yields also are expected most 
countries, especially Latin America. 


PEANUTS 


The principal peanut-growing countries the world are India, 
China, French West Africa, Nigeria, and the United States. The 
major portion world exports made the African countries and 
goes principally Europe, France, and the United Kingdom. 


significant distinction between peanuts and other United States 
price-supported crops that peanuts produced foreign countries 
compete with fats and oils, such cottonseed and soybean oil rather 
than peanuts assuch. Exports foreign countries are predominantly 
the form peanut oil peanuts, shelled unshelled, crushed 
into oil the importing country. One exception foreign export- 
ing countries Mexico, which has been exporting-peanuts for edible 
use small but steadily increasing quantities. The United States 
raises peanuts for domestic edible purposes, not for export. the 
production exceeds local edible requirements such excess either 
crushed for domestic consumption exported for crushing. 

present (May 1955) there apparently problem connection 
with overproduction peanuts the United States. Not only have 
all peanut stocks held the Commodity Credit Corporation been 
disposed but Presidential Proclamation No. 3084, dated March 
1955, liberalized restrictions imports. Further, recommendations 
have since been made the President the Tariff Commission that 
quota limitations recomved through July 1955. Information has 
been received that difficulty being encountered locating peanuts 
satisfactory quality for import. 

The United States does not generally import peanut oil but due 
the 1954 drought some being imported this year under annual 
quota million pounds. The United States Department 
Agriculture estimates that perhaps million pounds will im- 
ported June 30, 1955. 


CORN AND RICE 


World production both corn and rice have increased substantially 
since the prewar years and since From 
the world increase corn production was percent and the world 
increase rice production was 13.5 percent. analysis the 
country-by-country trends the production these crops well 
more comprehensive analysis the increases production 
the other price-supported crops will included the final report. 


Since the interim report was prepared, data has been assembled 
corn and rice production, additional information production 
the other basic commodities mentioned above has been obtained, 
and statistics assembled exports. 

Comments which follow each commodity are based these 
additional data, and estimates officials the Department 
Agriculture, the International Cotton Advisory Committee, and trade 
associations. should emphasized that difficult for the 
Department, this time, estimate the production. 
fact, final complete season’s statistics are not yet available for 
for many countries. While any forecast must very rough, 
general idea trends can formulated from information available. 

Outside the United States, world production the basic 
commodities—cotton, wheat, corn, rice, tobacco, and peanuts—in- 
creased substantially during the 4-year period ending with the crop 
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year 1954-55. Based statistics provided the USDA, this 
increase shown the following table: 


Increase de- 
crease (—) 


Production 


1950-51 1954-55 


United All other 
All other States countries 


United United 


States States countries 
1,000 18, 093 13, 696 23, 161 682 068 
million 1,019 631 970 960 —49 329 
3, 058 | 2, 152 2, 965 2, 555 —93 403 
million 869 226, 677 885 255, 808 2,016 29, 131 
do.?___ 2, 030 | 5, 093 2, 236 | 5, 550 206 457 
thousand 1,018 522 11, 178 —496 360 


| 


United States production 1949-50 was million bales and over million bales 1951-52. 
Calendar years 1950 and 1954, 


COTTON PRODUCTION 


While the United States production cotton estimated 
approximately 13.9 million bales for 1955-56, about the same 
production other countries the free world expected 
show substantial increase. These countries reached all-time 
high million bales 1954—55, increase nearly 1.5 million 
bales over the preceding season. 

Preliminary reports these countries indicate another substantial 
increase cotton acreage even though their cotton area 
was expanded over million acres While these free- 
world countries are sharply increasing cotton acreage, the United 
States acreage decreased from 19,251 acres estimated 
16,514 acres the smallest United States acreage since 
records have been kept the USDA (1909). 

The schedules which follow show the trend cotton acreage, 
production, and yield per acre during the past years, compared 
the prewar (1934-38) 


1934-38 
average 1952-53 1953-54 1954-55 
Acreage (1,000 acres) 
TE a 28, 400 25, 921 24, 341 19, 251 
Other free world 41, 093 39, 384 39, 359 42, 544 
Total free 69, 493 65, 305 63, 700 61, 795 
12, 448 16, 670 17, 750 17, 655 
| | 
Production (1,000 bales) 
12, 389 15, 139 16, 465 13, 696 
Other free world 13, 701 13, 595 15, 021 
Yield (pounds per acre) 
Other free world 144 172 175 180 


Source: International Cotton Advisory Committee Quarterly Statistical Bulletin, July 1955. 


The schedules above disclose that the 10.4 percent increase 
free world countries can attributed primarily additional acre- 
age planted cotton (3.185 million acres) except Mexico which 
produced 570,000 more bales than 1953-54 due 
percent increase yield per acre. addition Mexico, the 
Central American countries, and much lesser extent, Syria, 
Greece, Colombia, Tanganyika, and the Union South Africa, had 
moderate increases the yield per acre over 

Those countries showing substantial increase over 
either acreage production, are shown below: 


Increase Increase 

Production Acreage Production Acreage 

(1,000 bales) (1,000 acres) (1,000 bales) (1,000 acres) 


This figure obtained from USDA. The International Cotton Advisory Committee reports increase 
67,000 acres. 
Not available. 


Although impossible forecast this time the production 
cotton the free world countries, the Department did 
submit staff members preliminary estimate based such infor- 
mation had available from its several sources. the basis 
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this estimate, the schedule which follows shows those countries 
which are expected have substantial production acreage increases 
over 


Increase Increase 
| 
Production Acreage Production Acreage 
(1,000 bales) (1,000 acres) (1,000 bales) (1,000 acres) 


These tentative USDA estimates indicate another substantial pro- 
duction increase possibly 1.5 million bales equivalent 
the increase. 

During this same 2-year period and United 
States production expected decrease approximately 2.5 million 
bales. 

increased acreage appears contribute heavily 
the expected increase cotton production the free world 
countries. Whereas substantial increase yield accounted for the 
production increase Mexico 1954—55, the increase can 
other countries—Brazil, Greece, Turkey, Egypt, Syria, Pakistan, and 
Spain—substantial acreage increases are reported, with sharp in- 
crease the yield per acre reported for Greece. 

estimates USDA indicate 2.2-million- 
bale production increase 420,000 bales over the 
1954—55 crop, about million bales over and nearly times 
the prewar 5-year average 334,000 bales. Cotton acreage esti- 
mated about 2.8 million acres for nearly million more 
than approximately 52-percent increase. 

Expanded irrigation projects the Sonora and Sinaloa regions 
have brought large areas new land into production, much which 
was planted cotton. regions alone—Sonora, Sinaloa, and 
Matamoros—preliminary estimates indicate 400,000-bale increase 
over Yield per acre has increased substantially, the 
being nearly bale per acre compared 308 pounds per 
acre 1952-53. 

Exports may reach 1.8 million bales 1955 the USDA prelimi- 
nary estimates prove reasonably close. This would represent 
550,000-bale increase, percent, over 1954 exports 1.25 million 
bales. Exports 1.8 million bales Mexico 1955 would equiv- 
alent more than percent exports the United States 

Central American Guatemala, and Salva- 
dor are increasing cotton production steadily. Estimates for the 
crop for the countries total nearly 400,000 bales, increase 
about 100,000 bales over and times much was 
370,000 acres, compared with 303,000 1954-55, and prewar 
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average less than 20,000 acres. Yields per acre have in- 
creased rapidly the last years record highs 418 
pounds Guatemala, 487 pounds Nicaragua, and 492 pounds 
Salvador. Future production, after several more years develop- 
ment, estimated the trade range from 700,000 900,000 bales, 
transportation and shipping facilities are expanded. antici- 
pated that exports will about 360,000 bales against 
50,000 bales 

Colombia.—No appreciable increase indicated this country for 
although substantial increase 88,000 bales occurred dur- 
ing the 4-year period when 122,000 bales were 
produced. 

Argentina.—Cotton production has remained fairly stable for several 
years this country. Average annual production has been about 
550,000 bales for the past years, with high 635,000 
bales. Estimates indicate crop 500,000 bales, 100,000 
more than 1954-55. increase acreage estimated for 
the immediate future although there potential for substan- 
tial increase. reported that the crop suffered because 
drought. 

like Argentina, has maintained fairly stable produc- 
tion for several years. During the prewar period produc- 
tion averaged almost million bales annually. For the past years, 
the annual average was over 1.6 million bales 
with high 1.95 million bales and low 1,465,000 bales 
with corresponding production increase approximately 100,000 
bales over 1954—55 production 1.5 million bales. Record production 
attributed high world prices following the outbreak 
hostilities Korea. 

Peru.—Production estimated about 500,000 bales for 
There has been moderate increase each year since 1950 when 400,000 
bales were produced. significant increase indicated the 
immediate future. 

the exception production has increased 
each year since 1950, from 117,000 bales 171,000 bales 
1954—55, this country which Europe’s largest cotton producer. 
Estimates indicate that 1955-56 production may nearly double 
the 1954—55 crop, about 325,000 bales. Yields per acre have shown 
steady increase, about 325 pounds and favorable 
growing conditions are expected sharply increase the yield 
reach record 420,000 acres, percent over the 270,000 acres 
harvested 

Spain.—This country also becoming major producer cotton 
Europe. USDA estimates place the crop about 125,000 
bales, nearly percent larger than production. Since 1950, 
production has increased steadily from 20,000 bales approximately 
90,000 bales with acreage increasing 267,000 acres 
and estimated 435,000 acres 1955-56. 

Turkey.—Production this country for the 5-year period prior 
has been averaging slightly more than 600,000 bales annually, 
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will show increase about 210,000 acres and production 
additional 70,000 bales. 

Syria.—Syria, which produced record crop 366,000 bales 
will over times the crop 138,000 bales and twice the 
1953-54 crop, 220,000 bales. Favorable eather and ady sale 
the crop apparently led increased planting 
estimated 87,000 acres over the acreage 463,000 acres. 
Yields per acre have increased materially, from approximately 213 

USDA for production indicate sub- 
stantial increase 75,000 bales over the crop 275,000 bales. 
This production compares with 124,000 bales 165,000 
and 240,000 1953-54. During the 5-year prewar period 
(1935-36 1939-40) Iran’s crop averaged about 170,000 bales an- 
nually area 453,000 acres. Since 1950 acreage has increased 
steadily from 321,000 acres 620,000 acres 
and estimated 700,000 acres 

Egypt.—This country, traditional producer long-staple cotton, 
had 5-year prewar 1939-40) average annual production 
about 1.9 million bales from approximately 1.8 million acres. 
During the 5-year postwar period decreased average 
about 1.5 million bales, and then increased about 1.7 million 
and Peak production over million bales was 
reached 1952-53. substantial decrease nearly 600,000 bales 
occurred but the crop was 1.6 million bales. 

Estimates USDA indicate substantial gain 152,000 bales 
1955-56, making increase nearly 300,000 bales during the last 
years, ‘and bringing production close prewar levels. 

per acre remains high, approximately bale per acre, with 
acreage estimated increase substantially (15 percent) 885,000 
acres from 1,639,000 acres and previous 
average 1,880,000 acres. 

India.—Historically, India has ranked second only the United 
States the production cotton. prewar years, before the 
Pakistan partition, India produced about 5.3 million bales 
average, against United States production approximately million. 
Since ‘the partition India’s bales, has been: 2.7 million 
and 3.9 million 1954-55. Estimated production 
million bales. 

reported that India’s 5-year plan million acres and 
3.5 million bales cotton 1955-56. This goal was reached 
1954-55 acreage, million, and exceeded 400,000 bales 
production. acreage indicated for 1955-56. During 
the 4-year period acreage increased percent 
from 14.5 million acres million 1954-55. With the 
exception about million additional acres were planted 
cotton each year, with the largest increase, over 1.5 million acres, 

1955-56 cotton crop has been estimated 1.5 
million bales, 200,000-bale increase over 1954-55. Production for 


the period preceding was relatively steady about 
1.25 million bales with the exception which produced 1.5 
million bales. Acreage during the same period averaged about 3.2 
million acres except for 1952-53, 3.5 million. increase 170,000 
acres over expected for Yield per acre has been 
fairly constant about 0.4 bales, and material change indicated 
for 

plantings have only recently been made most areas 
Africa, little information now available prospective cotton crops. 
However, during the past years these countries, Nigeria and 
Tanganyika, have doubled cotton production. Nigeria increased 
from about 80,000 bales 160,000 bales and 
Tanganyika increased from 42,000 bales 85,000 bales during the 
same period. 

COTTON EXPORTS 


The United States was major source supply for the world’s 
cotton needs prior World War II. During the 5-year period ended 
1929-30 its exports averaged more than million bales, nearly 
percent the world’s cotton export trade. During the 1930’s price 
supports and production controls were initiated, but the United States 
still held major share the world market, averaging over million 
bales annually, percent, during the period. 
Passing over the war years and the depressed postwar years the 
4-year period ended found that exports averaged 
5,171,000 bales, percent the world total. From 
the United States share the world market declined 3.9 
million bales, only 29% percent, with further loss 
3.5 million bales. 

Thus the United States has lost percent the world’s cotton 
market since 1929, with over percent the loss occurring since 
1949. 

Eight countries, which constituted approximately percent the 
market for cotton exports the United States during the prewar 
period were selected the staff and data imports these 
countries, showing country origin, was assembled for the period 
and the crop years and These statistics 
appear the end this section. 

Significant changes United States exports have been follows: 


United States exports (1,000 bales) and percent importing country’s total imports 


1935-39 (average) 1951-52 1953-54 
Bales Percent Bales Percent Bales Percent 
4, 426 42 3, 949 | 53 2, 879 33 
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The United States share cotton imports the eight selected 
countries shown above declined from percent during the 2-year 
period 1953-54. the United States had retained, 
these countries, the same share the market had 
approximately 1,754,000 additional bales could have been 
exported them. The Sudan could also have exported additional 
61,000 bales. 

the same basis appears that other cotton exporting countries 
benefited the extent shown below: 


Bales (1,000) Bales (1,000) 


Brazil’s increased exports these countries were due 
primarily liquidation stocks accumulated from the 1951 and 1952 
crops, when domestic price supports had been maintained levels 
above world prices. These accumulated stocks were disposed 
quoting prices slightly under New York quotations which 
resulted substantial losses the Brazilian 
total exports during the calendar year 1953 were 1,412,000 bales 
145,000 bales 1952 and 347,000 bales 1951. For 
both the 5-year prewar and 5-year postwar periods, exports averaged 
approximately 1,100,000 bales. The countries which Brazil sub- 
stantially increased its share the market 1953 were Germany 
(10 percent), Italy (12 percent), Belgium percent), and Japan 
percent). 

Most the increase obtained Argentina was Belgium per- 
cent), The Netherlands percent), Great Britain percent) and 
Japan percent). 

Although Mexico showed decrease its share the market 
Canada percent), Great Britain percent), Italy percent) and 
France (17 percent), more than offset this loss increases 
Germany percent), Belgium percent), The Netherlands (21 
percent) and Japan (11 percent). Japan alone Mexico sold 
258,000 bales more than would have had received 
the same share Japan’s market had 1951-52. 

Egypt increased its share the market the major importing 
countries but primarily Great Britain percent), France percent) 
and Italy (12 percent). 

The increase shown above for other countries” was shared 
several countries, principally those Africa and Afghanistan, 
Burma, and the areas. 


Cotton 
[1,000 bales] 
1935-39 
Imported (average) 1951-52 
By— From— Bales Bales Bales Percent 
334 100 331 100 100 
128 100 1,818 100 790 100 
GR AL 50 4 30 2 
781 100 843 100 744 100 
513 100 436 100 464 100 
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Cotton—Continued 


1935-39 


Imported (average) 1951-52 1953-54 
By— From— Bales Bales Bales Percent 
India and 250 280 379 


WHEAT PRODUCTION 


Outside the United States, world wheat production for 
currently estimated 6.4 billion bushels 440 million bushels 
more than the 1954-55 crop. United States wheat production 
estimated 917 million bushels, million less than 

Substantial increases are reported for Canada, Italy, Western 
Germany, Iran, Turkey, India, and Australia. some these 
countries the larger harvest attributable increased acreage and 
some the weather has been more favorable for wheat. 

Canada, although wheat acreage was reduced percent 
21.5 million acres, the crop expected 501 million 
bushels compared 299 million when yields were only 
about percent the prior years. Most the increase will 
the Prairie and the result favorable weather conditions 
during the season. 

Western European countries will have estimated wheat 
production 1.33 billion bushels, the same reported for last year, 
1954-55. However, the Italian crop indicated 323 million bushels 
million bushels above and West Germany reports 
16-million-bushel increase total 122 million bushels. 

Asia, Turkey reported have increased wheat acreage 16.3 
million, 500,000 acres more than and the crop estimated 
225 million bushels, million more than increase 
bushels which almost million bushels greater than 
Wheat production India for estimated 319 million 
bushels, million bushels above This will the largest 
crop record for that country and result increased acreage 
and yields. 

Australia, the wheat crop estimated 200 million 
bushels, million bushels above Acreage planted wheat 
Australia has not changed any great extent during the past 
years, the larger crops resulting from greater yield which increased 
from 15.8 bushels per acre estimated 18.8 bushels per 
acre for 

The crop for Argentina indicated 260 million bushels 
about million less than Other South American coun- 
tries are not expected show any large increases wheat production, 
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the total South American crop for predicted 355 
million bushels million less than the crop year. 
Mexico’s anticipated crop million bushels the same 


WHEAT EXPORTS 


The large postwar demand for United States wheat began 
when 388 million bushels wheat, including wheat flour were 
exported. For decade prior that time wheat and wheat flour 
exports had never equaled 150 million bushels and most years 
exports were below million bushels. 

Beginning and continuing for years the world shortage 
bread grains was severe that United States farmers were asked 
expand production much possible. For number years 
was necessary allocate our inadequate export supplies among our 
friends and allies the basis the relative urgency their needs. 
During this 6-year period exports wheat and wheat flour reached 
peak 502,559,000 bushels followed low 298,470,000 
bushels 

1952-53, however, the urgent postwar needs had been met. 
Wheat and other bread grain production had recovered the import- 
ing countries. World production wheat increased from 
average 5,900 million bushels 7,420 million bushels 

World exports wheat and wheat flour and United States exports 
percentage the total, are shown below: 


Wheat exports 


World United States World United States 
857 45.7 938 39.0 
825 36. 2 1954 (estimated) 942 28.7 


Comparative statistics show that from the 
United States share the total imports major importing 
countries declined from 51.4 percent 22.5 percent, loss approxi- 
mately 145 million bushels. 

These comparative data indicate that from the 
United States share total imports dropped out the major 
importing countries. 

most cases the drop imports was very sharp the United 
Kingdom, West Germany, Italy, Belgium, Greece, Austria, India 
and Brazil where the quantity wheat imported from the United 
States dropped over percent each case. 

Egypt was the only country where imports from the United States 
were larger share total imports than 1951-52. The 
United States supplied all the wheat imported Mexico both 
years yet total imports dropped over percent, from 16,837,000 

contrast this sharp decline imports originating from the 
United States, imports originating from Canada 1953-54 were 
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higher percentage the total countries, the same countries 
and smaller percentage the total countries, the United King- 
dom, Belgium, and the Netherlands. However, even these three 
countries imports from Canada were only moderately 
lower than 

Imports originating from Argentina 1953-54 were higher 
percentage the total than countries and little change 
occurred the other countries. Imports originating from Australia 
were higher percentage the total only country, 
lower countries and little change occurred countries. 

Imports originating from other exporting countries such France, 
French North Africa, Sweden, Syria, and Turkey were higher 
percentage the total countries about the same 
countries and smaller percentage the total only country, 

CORN PRODUCTION 


Outside the United States world corn production 1954—55 
estimated 2,555 million bushels 403 million more than 
the crop year addition the United States, Argentina 
and Brazil have been traditional large corn-producing countries 
the free world. Since World War the crop Argentina has greatly 
decreased and the crop reported 177 million bushels 
less than the yearly average 1939-40. Brazil has increased 
its corn production during the last years about 265 million 
bushels, approximately million more than 

Mexico’s production reached alltime high 142 million bushels 
attributed larger acreage and substantial increases yields 
result improved seed stocks and improved methods. The Rocke- 
feller Foundation reports that yields 105 bushels per acre 
resulted when new tropical hybrid seed corn and adequate fertilization 
were combined area Mexico where yield bushels 
regarded excellent. 

The largest corn-producing country Western Europe Italy. 
Production down somewhat from the previous year, was 
116 million bushels, million from The introduction 
the United States hybrid seed and activities the United States 
hybrid seed corn companies the mechanized portion the Italian 
corn belt have been largely responsible for the increase yields. 

The African crop 1954—55 estimated 345 million bushels. 
The Union South Africa, the largest producer, expected raise 
estimated 138 million bushels the current crop year, 
percent more than production 


Corn production, major producing countries 


(Thousands bushels] 


1950-51 1954-55 ! | 1950-51 1954-55 ! 
United 057, 803 964, 639 Union South 73, 390 138, 000 
105, 000 68, 000 115, 000 
98, 000 116, 000 210, 000 520, 000 


Estimated. 
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The United States has produced average during the past 
years 3,079 million bushels corn annually, compared prewar 
average 2,315 million bushels. This increase has been accounted 
for mainly the use hybrid seed corn. Argentina now expand- 
ing the use hybrids are many other foreign countries. 


CORN 


Prior 1950 corn was the leading coarse grain world trade. 
However, during the past few years, barley, feed wheat, and grain 
sorghums are selling large quantitites competitive lower prices. 
World trade corn has for many years averaged less than percent 
world production. The United States and Argentina generally 
account for the major part all corn exports. Argentina exports 
since World War have decreased sharply result much smaller 
crops, while the United States share world corn has increased 
substantially. 

the 5-year period Argentina exported average 
249,720,000 bushels annually. During the postwar period, 
corn exports from Argentina averaged 72,344,000 bushels and for the 
last years, only 38,400,000 bushels annually. 

United States exports over this same period show prewar, 1934-38, 
average 37,860,000 bushels, average 76,856,000 bushels, 
and for 106 million bushels per year. 

Canada, Mexico, and Western Europe are now the largest buyers 
United States corn. Argentina exports are expected show gradual 
increase, and may part the European trade which its tradi- 
tional market. Small exports corn from Rumania, Hungary, the 
Union South Africa, and Italy are not expected show much change 
the next few years. Because corn grown imported largely for 
livestock feed most countries other than Latin America, the ex- 
ports and imports are closely related world livestock numbers and 
other coarse grain supplies. 


United States corn exports 


Percent 


Percent 


bushels world total bushels world total 


RICE PRODUCTION 


Outside the United States, world rice production (ex- 
cluding Communist China, North Korea, and the Soviet Union) 
estimated 256 billion pounds. This will the second largest crop 
record, billion pounds more than the year Asian 
countries accounted for approximately percent total rice 
production. 

World rice harvested acreage for the crop year increased 
almost million acres over including 785,000 acres the 
United States. Land planted rice North America, Europe, and 


71528—56—pt. 
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Africa reached record level having increased every 
year since Europe rice acreage during 1954—55 was about 
986,000 acres percent above and percent above the 
average. 

Production the European countries France, Italy, Greece, 
Spain, and Portugal expected 470 million pounds more 
than Italy produced 1,631 million pounds 
rice and 2,000 million increase about 
369 million pounds. 

Reports African rice acreage indicate that some countries will 
show substantial increases, but statistics for most areas are not 
available. Egypt harvested 2,464 million pounds rice, 
the largest crop since 1950, and 1,100 million pounds more than 
1951-52. This attributed increased water supplies from the 
Nile. 

the Western Hemisphere the principal rice producing countries 
outside the United States are Argentina, Brazil, Colombia, Peru, 
Mexico, and Cuba. 1954—55 record crop 17,600 million pounds 
was harvested from estimated 10,500,000 acres planted the 
Western Hemisphere. major importance United States rice 
producers the increased rice produced Cuba, which has been 
the most important United States export market for many years. 
Cuban rice production for currently estimated 440 
million pounds. 


Rice production— Major producing countries the Western Hemisphere 


pounds] 


1950-51 1954-55 Increase 


Preliminary. 
RICE EXPORTS 


During 1954 United States exports rice declined more than 500 
million pounds from shipments 1953. 


Milled rice exports 


pounds] 


United Other 
States countries 


1954 (preliminary) 225 
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Most United States rice now being exported Cuba, Japan, and 
Canada. This was not the situation prewar, when much smaller 
exports were distributed among number countries, but with: 
Cuba far the best customer. Canada became good market dur- 
ing World War (table and Japan the postwar period began 
replace large source supply lost with her colonies, Korea and 
Taiwan. Since 1950, Japan has become major importer United 
States rice (table III). However, the Japanese Government con- 
tinues base its food policies increased consumption wheat 
and maintain rice imports minimum levels. Communist China 
has started supply some rice Japan, and this will probably con- 
tinue, reported there sentiment Japan for increasing trade 
with the Chinese. 

There have been few years since 1950 when other importing coun- 
tries Asia bought substantial amounts rice from the United States. 
They cannot considered United States customers, since these 
purchases were brought about continued world shortages and 
manipulation supplies and prices within the traditional exporting 
countries Asia, Burma, Thailand, and Indochina. One instance 
the sale Ceylon the United States 134 million pounds 1952, 
very little before since. Under similar Hong Kong 
purchased million pounds United States rice the same year. 

The United States has supplied practically all Cuban imports 
rice the postwar years (table IV), but recent increased domestic 
production Cuba has reduced the quantity imports needed. 
Cuba reported fast becoming self-sufficient rice, production 
having increased from average 122,600,000 pounds yearly during 
the period, 375 million pounds and 340 million 
1954-55. Large sugar plantations are reported turning 
rice and other crops with the realization that worldwide mechaniza- 
tion the beet sugar industry may soon reduce Cuban markets for 
cane sugar. 

imports 


[Pounds and percent total imports] 


5-year average, 1936-40 1950 19541 
Pounds Percent Pounds Percent Pounds Percent 

“teed mecees. 225... 13, 000, 000 26 39, 000, 000 65 63, 000, 000 
1, 000, 000 2 6, 000, 000 

51, 000, 000 100 60, 000, 000 100 73, 000, 000 


Preliminary. 
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and percent total imports] 


5-year average, 1936-40 1950 
Pounds Percent Pounds Percent Pounds Percent 

68, 000, 000 725, 000, 000 820, 000, 000 
000 320, 000, 000 706, 000, 000 

245, 000, 000 100 480, 000, 000 100 101, 000, 000 100 


Preliminary. 
imports 
and percent total imports] 


5-year average, 1936-40 1950 1954 
Pounds Percent Pounds Percent Pounds Percent 

445, 000, 000 100 000 100 416, 000, 000 100 


Preliminary. 


TOBACCO PRODUCTION 


Tobacco production the major producing foreign countries 
the Northern Hemisphere for the year 1955 estimated 3.59 
billion pounds, 3.2 percent more than the 1954 crop. The largest 
increases are expected China, Japan, Greece, and Turkey, while 
the greatest decreases are anticipated Canada, France, and Italy. 

Western Europe tobacco production 1955 estimated 605 
million pounds about the same 1954. Acreages Greece, 
Yugoslavia, and Spain are above last year and continue the upward 
trend these countries. Production Greece estimated 175 
million pounds, 17.5 percent larger than 1954. The 1955 tobacco 
crop France expected million pounds less than 1954 
when the weather was unusually favorable. Acreage reductions 
Italy, Germany, and Belgium will probably result smaller crops. 

Flue-cured tobacco, which the major competitor for American 
growths, expected show only slight increase this year, 
result the reduction acreage Canada the Ontario Flue- 
Cured Tobacco Marketing Association. Canadian flue-cured acreage 


for 1955 95,000 acres, 27,000 less than 1954. Production is. 


currently estimated 130 million pounds, million pounds less than 
1954. 
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Japanese flue-cured production, which has been increasing rapidly 
during the last years estimated 185 million pounds for 1955 
and this exceeds the 1954 crop almost percent. Unusually 
favorable growing conditions Japan are the primary reason reported 
for the anticipated larger production. 

Larger production Oriental tobacco 1955 compared with 
1954 forecast for all major producing areas except Italy. Total 
output estimated 828 million pounds, million pounds, 7.7 
percent, larger than last year’s crop. Greece expected produce 
175 million pounds Oriental tobacco, million more than 1954—55. 
Turkey expected grow 234 million pounds, million more than 
1954. Acreage Greece planted tobacco 1955 will probably 
about 309,000 acres, 46,000 acres more than 1954. acre- 
age Turkey estimated 381,000 acres for 1955, about the same 
1954. Oriental tobaccos are reported replacing part the 
flue-cured tobacco cigarettes manufactured throughout Western 
Europe and other countries around the world. 


TOBACCO EXPORTS 


United States producers and exporters leaf tobacco are confronted 
with many forms trade barriers and export incentives when they 
sell their products world trade. few the more widely used 
import restrictions tobacco are: State trading, bilateral and com- 
pensation agreements, preferential tariffs, import licensing, exchange 
controls, and guaranteed markets. Most tobacco-exporting countries 
use some form incentive such export subsidies, export monopolies, 
tie-in sales, and manipulation currency. 

spite these many obstacles the United States continues 
the world’s leading tobacco exporter. the 1935-39 prewar period 
United States exports averaged percent the total world exports. 
During the postwar years the United States percentage 
world tobacco trade increased percent and for the past years, 


United States leaf tobacco exports 


5-year average 1,000 pounds 


Flue-cured tobacco comprises 80-85 percent total United States exports. Burley tobacco accounts for 
5-6 percent total United States exports. 


The principal foreign exporting countries the free world are 
Canada, Cuba, Dominican Republic, Brazil, Greece, Italy, Turkey, 
India, Indonesia, Philippine Republic, Algeria, Nyasaland, and 
Southern Rhodesia. The countries which have produced exported 
increasing quantities flue-cured tobacco are shown below: 
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tobacco production and exports major present and potential competing 
countries 


pounds] 


Production Exports 
Country 
1935-39 1954 1950 1954 
| 


Preliminary. 
Not available. 


United States flue-cured tobacco largely exported Western 
Europe, the Philippine Republic, and Australia, although many other 
countries purchase varying amounts for blending. Exports the 
United Kingdom are dependant upon dollar allocations and must 
compete with Canadian tobacco which has tariff preference, and 
with tobacco from the Central Africa Federation (includes Southern 
Rhodesia) which has both tariff preference and guaranteed purchase 
agreement. The United States share United Kingdom imports 
has declined steadily from 1950 1954. 

France, trading arrangements and cheaper tobacco from other 
countries have worked against imports from the United States. 
Imports have increased from the colonial areas Algeria and Mada- 
gascar and political-economic considerations have resulted larger 
purchases from Greece and Turkey. The French market largely 
governed price and the desire improve export markets for 
industrial goods. France has recently negotiated trade agreement 
with the Central Africa Federation. 

The United States share the German tobacco market has declined 
since 1950. Here again cheaper flue-cured tobaccos and trade agree- 
ments the Balkan area have been the influencing factors. Exports 
Australia from the United States are increasing volume basis 
but the United States share total imports declining. Southern 
Rhodesia and Canada are supplying Australia with more flue-cured 
tobacco provide for the increasing consumption cigarettes. 

Japan has imported large quantities Indian tobacco during the 
past years but this lower quality and therefore not entirely 
competitive with United States tobacco. Japan requires United 
States high quality flue-cured leaf for blending with domestic leaf 
the manufacture the better brands cigarettes. 

The Philippine Republic encouraging the growing flue-cured 
tobacco high support prices domestic producers. Philippine 
cigarette manufacturers are also promoting homegrown supplies 
flue-cured tobacco with crop loans and technical assistance. Shortage 
dollar exchange and increasing duties over the next several years 
for United States tobacco the incentive for these activities. United 
States exporters the Philippines forecast downward trend 
tobacco exports that country. 

Turkey has always been important factor the world tobacco 
trade oriental varieties. Exports from Turkey have increased 24% 
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percent since 1950, estimated total 139,101,000 pounds 
1954. will about million pounds more than the average 
yearly prewar exports. France, the Netherlands, Sweden, and many 
other countries are using increasing amounts Turkish, other 
oriental tobaccos the manufacture cigarettes. Some German 
cigarettes comparable quality United States brands now con- 
tain percent Turkish tobaccos. 


DAIRY PRODUCTS 


Foreign production dairy products has been moving upward 
the past years and, lesser degree, this has also been true the 
United States. Milk production 1954 foreign countries 
expected about billion pounds above 1950, and the United 
States 1954 production reported billion pounds higher than 
1950. 


World milk production 


[Million pounds] 


United 
United States Foreign World 
world total 
117, 602 455, 398 573, 000 20. 
115, 917 478, 083 594, 000 


Preliminary. 


The increase foreign milk production actually began during 1952 
most major producing countries and attributed demand for 
dollar exchange efforts attain self-sufficiency food supplies. 
Those countries having the most important increases are Argentina, 
France, United Kingdom, and West Germany. 


Milk production major countries 


pounds] 


1934-38 1950 19541 1934-38 1950 
United States........_- 104, 930 |117,602 | 123,702 || Sweden.._._._._----.-- 10, 238 | 10, 789 9, 634 
so. 11, 684 | 11, 931 11, 898 Australia a See 11, 780 | 12, 848 13, 184 
co) 33, 000 | 34, 080 40, 860 New Zealand. .-.....-- 10, 176 | 10, 416 10, 998 
ee eee | 13, 750 | 16,746 18, 523 wrome total............ 575, 000 |573, 000 | 607, 000 
| 


Preliminary. 


The end products, manufactured from milk which not used for 
fluid consumption, can grouped for comparison into four main 
categories: butter, cheese, dried milk, and canned milk. are 
the major dairy products which enter world trade. 
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BUTTER 


The utilization world milk supplies shows definite trend away 
from butter. Annual production the 5-year period 1950-54 when 
compared 1934-38 shows average decrease 1,367 million 
pounds. Although the United States has supplied less than one-half 
percent the total exports butter world trade, except during 
World War II, these exports are important United States dairymen. 


Exports States, Canada, and major exporting countries 


pounds] 


5-year 
average, 1950 1954 

1934-38 
18, 823 19, 912 35, 737 


Preliminary. 


the major butter-exporting countries only the Netherlands and 
Argentina have shown any important increase since the prewar years 
their percentage the total world trade butter. The two main 
exporters, New Zealand and Denmark, continue supply around 
the market. 

Notwithstanding the long downward trend butter exports and 
increasing competition from vegetable-oil substitutes, when milk- 
producing countries have larger than normal milk supplies, much 
this goes into butter. the 20-billion-pound increase total world 
production for 1952 over 1951, large amount was used for 

utter. 

Beginning 1952 United States exportable supplies butter failed 
sell and consequently began move into storage. United States 
butter exports 1952 and 1953 averaged only 628,000 pounds, 
almost 6,500,000 pounds less than 1951. Argentina 1953 
exported 33,585,000 pounds and 1952 New Zealand exported 
411,077,000 pounds, 81,498,000 pounds more than 1951. During 
the past years increased foreign milk production, part which has 
been utilized for the manufacture butter, important extent 
has stalemated any material expansion United States exports 
butter. 

CHEESE 


World production cheese increasing the result larger 
supplies milk, plus some which has been diverted from the manu- 
facture butter. Increased foreign output milk beginning 
1952 reflected the output cheese. Foreign countries produced 
740 million pounds more cheese 1954 than 1950. France, Italy, 
the Netherlands, Denmark, United Kingdom, and West Germany 
showed the largest increases. 
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Cheese production 


pounds] 


United United 

States World States World 


Preliminary 


United States exports cheese averaged 121 million pounds per 
year the 5-year period 1946-50. 1950 this was reduced 


million and exports declined further about million pounds 
1954. 


Cheese exports— United States, Canada, and major exporting countries 


thousand pounds] 


5-year aver- 

age, 1934-38 
18, 067 87, 000 131, 023 
25, 039 36, 512 41, 063 


Preliminary. 


Dried has only been recent years that this product has 
attained major importance the dairy industry. World output has 
increased about 472 million pounds from 1950 1954, about 
percent. The following table shows the relation between the 
major producing countries 1950 and 1954. 


Dried-milk production 


[In million pounds] 


1950 1954 1950 1954 


Preliminary. 
Not available. 
Does not include Argentina Denmark. 


The United States far the major producer, accounting for 
percent the world total 1954. About one-fourth the dried 
milk produced worldwide exported. 


| 

| 
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Exports dried milk—United States, Canada, and other major exporting countries 


pounds] 

5-year aver- 

age, 1934-38 1950 1954 


Preliminary. 
Does not include Argentina. 


Higher foreign milk production, with increased exportable supplies 
dried milk, has reduced United States exports almost million 
pounds 1954, compared 1950. United States exports for the 
years 1952 and 1953 averaged 123 million pounds 169 million less 
than 1950. Only small part United States nonfat dried-milk 
exports recent years has been commercial sales. The major part 
has been distributed the United Nations Children’s Fund. 


CANNED MILK 


World production figures available show that the amount canned 
milk manufactured has decreased during the past years. Also, 
United States production has dropped from 3,968 million pounds 
1950 2,564 million 1954, loss 1,404 million pounds, equal 
percent the 1950 output. The following table shows similar 
situation for United States exports 1954, which were down about 
million pounds, when compared 1950. This attributable 


almost total loss export markets for United States condensed 
milk. 


Canned milk exports—United States, Canada, and other major exporting countries 


[1,000 pounds] 
5-year average 
1934-38 1950 
19, 755 37, 460 100 
Denmark 40, 439 86, 828 65, 802 
(2) 26, 400 31, 975 
356, 087 336, 750 461, 554 
United Kingdom 36, 002 19, 445 52, 169 
15, 392 75, 172 43, 833 


Preliminary. 
Not available. 


SUMMARY, DAIRY PRODUCTS 


Summarizing the foreign production and export situation dairy 


products, evident from information received from the United 
States Department Agriculture and various trade associations 
interviewed that there great need for milk products practically 
all deficit-producing countries, particularly parts Latin America 


and the Far East. While some demand now exists the larger cities 
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these areas, believed that the major part the demand and 
system distribution has yet developed. Reports indicate 
that United States foreign-aid funds have been largely directed the 
past toward increasing milk production and not distribution. The 
promotion, sale, and distribution recombined milk and other dairy 
products suitable for the deficit countries, generally agreed, would 
offer large outlet for United States and other world surplus-milk 
supplies. Since the exported surplus dairy products the United 
States small percentage total production, less than percent 
during the past years, the further development foreign outlets 
would greatly benefit this very important segment the agricultural 
economy. 


NISHING FINANCIAL SUPPORT AND TECHNICAL DIRECTION AND 
ASSISTANCE 


The survey made date this phase the directive indicates 
that the major portion private United States capital investments, 
financing, and management, has been concentrated large extent 
one the basic commodities, cotton, and that this activity has 
been substantially limited Mexico, Central and South America, 
generally referred Latin America. 

Here the increased agricultural production, extensive cotton but 
also lesser degree other basic commodities, has been generated 
important extent United States private interests. Although 
not now indicated that much actual farming production has 
been undertaken Americans, many instances the establishment 
markets, cotton gins, elevators, processing plants and the financing 
production has provided the incentive and impetus for important 
part the increased output. 

those countries outside the Western Hemisphere which show 
important increases agricultural production, the main contribution 
made United States private capital appears, this time, the 
introduction, sales, and financing modern agricultural and processing 
machinery, group the larger manufacturers. There also 
evidence increasing activity seed companies the promotion 
and sale around the world United States improved varieties. While 
flue-cured tobacco production has shown considerable increase, 
stated point above, information received date indicates that this 
increase has been mostly the result financing and promotion the 
British-American Tobacco Co. and local capital local 


ANDERSON, CLAYTON CO. 


Mexico, Anderson, Clayton Co. has increased its net capital 
investment account plants and equipment $8,911,709 total 
$12,653,316 during the period July 31, 1947, July 31, 1954; and 
Brazil $7,140,303 total $15,354,158 for the same period. 
This company has increased total net capital investment plants and 
equipment all Latin American operations approximately 
$18,791,214 total $33,073,037 for the same period. 
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March 1955 Anderson, Clayton’s foreign plants consisted com- 
press and warehouse units, oil mills, 112 cotton gins, oil refineries, 
finished product plants, and soap The company operates 
through number subsidiaries Mexico, Argentina, Brazil, Peru, 
and Paraguay, all which are mostly wholly owned. Operations 
were started Mexico about 1924 and Peru, Brazil, Argentina, and 
Paraguay during 1933-35. Crop loans all foreign operations 
July 31, 1954, were SEC records and company 
reports.) 

Anderson, Clayton Co. reported the largest buyer, proces- 
sor, and exporter cotton and peanuts Brazil, and largely respon- 
sible for the growth the cotton-growing industry that country. 
Recent expansion its Latin American activities appears the 
field processing and refining vegetable oils. 

The Nile Ginning Co., owned subsidiary Anderson, 
Clayton Co., operates gypt and the Sudan. The net plant and 
equipment account this company increased from $434,094.31 
1947 $965,094 1954. 

The staff has received reports, which has not yet confirmed, that 
Anderson, Clayton Co. building new gins Baja Californiato 
handle Mexican cotton production. Also, that the company financed 
new wells and promoted cotton production large tract land 
southern Peru. Reports are that the wells are not fully satisfactory, 


plans are supposed underway for surface irrigation from lakes. 
some distance away. 


THE CORN PRODUCTS CO. 


This company has plants and grain operations Guadalajara, 
Mexico, Argentina, and Brazil. manufactures and distributes 
products using corn milo-maize the raw material. December 
31, 1954, investment this company foreign subsidiaries built 
over some period time listed $14,749 

During 1954 foreign sales corn products the company’s 
domestic plants totaled $11,888,041 approximately percent 
total sales. Latest figures for sales its foreign subsidiaries show 


that 1953 these amounted $95,313,550. (Source: SEC records 
and company reports.) 


The Grace Co. has one its principal foreign operations 
Peru. Peruvian subsidiaries the Grace Co., jointly owned with 
leading local industrialists, operate cotton mills, the 
largest Peru, sugar estates approximately 10,000 acres each, 
and other merchandising, exporting, and importing activi- 
ties. These subsidiaries buy large quantities cotton, mostly for 
their own mills, although some exported. The Grace Co. has 
other cotton mills Colombia and Chile. the latter country 
produces percent Chile’s cotton and rayon blend cloth and, 
addition, some woolen goods. Overall, Grace’s Latin American 
affiliates produced 97,600,000 yards cotton, rayon, and woolen 
fabrics 

Grace Co. owns large percentage the stock the 
Grace National Bank New York City. The foreign branch this 
bank closely connected with banking institutions Latin America. 
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UNITED STATES CAPITAL MEXICO 


Mexican cotton production now being more aggressively en- 
couraged United States capital the irrigation projects which 
were started some few years ago near completion. New deep-water 
port facilities being developed Baja California will further expedite 
cotton and grain growing and marketing western Mexico. Major 
banks the United States consider cotton production (harvesting) 
loans Mexico and some other Latin American countries sound 
investment. Crop production loans made the banks Mexico 
can readily discounted number American banks. 


UNCONFIRMED REPORTS INDIVIDUAL COMPANIES’ ACTIVITIES 
LATIN AMERICA 


Bank America, April 1955, the press reported 
$10 million credit granted finance cotton growers Mexico. Press 
included the statement that this indication 
dence American banks Mexico’s economic future and easy sale 
bumper cotton crop.” 

Boswell Co., Inc., Los Angeles, reported that this 
company recently formed new wholly owned subsidiary under the 
laws Mexico, called Boswell Mexico A., own and operate 
cotton gin the State Sonora. The plant currently under 
construction and expected operating during the summer 
1955. 

Cargill, Inc., Minneapolis, Minn.—This company engaged 
diversified activities and one the largest grain merchandising 
companies international scope. operates grain elevator 
Argentina. 

The Continental Grain Co., Chicago, company also one 
the largest international grain merchants and operates Argentina. 

Cook Cia. Mexico A., Torreon, Mexico.—This company, 
subsidiary Cook Co., Memphis, Tenn., reported have 
received loan $300,000 from Phoenix, Ariz., bank 1955 and 
andother loan $400,000 secured 4,843 bales cotton Sao 
Paulo, Brazil. 

Dizon Bros., Dallas, company has wholly 
owned subsidiary Hermosillo, Mexico, operating storage facilities 
and 8,500-acre ranch raising cotton and wheat. Dixon also 
partner the Brazilian firm Cia. Algodoeria Wooley Dixon. 

Esteve Bros. Co., Dallas, company sells cotton all 
over the world. Its Brazilian, Spanish, and Mexican equity 

Hohenberg Bros., Memphis, Tenn.—This company one 
the largest companies the cotton business. finances and gins 
cotton Mexico with its subsidiaries Algodonera Hohenberg 
Mexico City, and Empresas Hohenberg Torreon. 
also owns Hohenberg Sao Paulo, Brazil, and has substantial 
amount business Europe, Africa, and Asia. 

George McFadden Bros. Co., Memphis, Tenn.—This company 
also one the largest cotton merchants the world, with net 
worth over $10 million. The company sells over million bales 
cotton annually and leader the world cotton market. has 
affiliates Sao Parul, Brazil, and Torreon, Mexico. 
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Sternberg—Martin Co., Dallas, company advertises 
Mexican growths and has subsidiary 
Mexico, Matamoros, Mexico. 

has branches Matamoros, Mexico Torreon, Mexicali, 
and Hermosillo, Mexico, which merchandise, finance, and gin cotton 
Mexico. 

Starke Taylor Sons, Dallas, company handles Mexican 
cotton through Starke Taylor Mexico, Matamoros. 

Weil Bros., Montgomery, company operates Mexico 
and Central America under the names Weil Bros. Mexico 
and Algodonera Weil 


INFORMATION RECEIVED FROM AGRICULTURAL ATTACHES 


The agricultural attaché Turkey has advised the committee staff 
that— 

(a) The Minneapolis Moline Co. has recently associated with 
Turkish interests for the assembly and eventual manufacture 
tractors and farm machinery Ankara. 

(b) The Fertilizer Corporation America has, with Turkish 
interests, constructed and now operating superphosphate 
factory Iskenderun. 

(c) Anderson, Clayton Co. recently assigned man from its 
European office located Turkey for year study 
cotton production and marketing Turkey, Syria, and other 
neighboring countries. this regard interest note that 
January 25, 1954, the Turkish Parliament enacted law 
which guarantees foreigners the right withdraw, without limit, 
all profits earned subsequent December 31, 1953, investors’ 
currency origin. addition, investors may also withdraw 
capital, and loans maturity. 

The agricultural attaché’s office Italy advised the staff that 
several American hybrid seed corn companies are producing and 
distributing hybrid seed corn the mechanized part the Italian 
corn belt. 


FOREIGN ACTIVITIES FARM MACHINERY AND FOOD-PROCESSING 
COMPANIES 


The International Harvester Co. manufactures, assembles, sells 
most major producing countries the world. same 
generally true for Deere Co. The following United States 
companies—Sw ift, Armour, Kraft, Borden, and National Dairy 
Products—have gone into many countries Europe and Asia 
process, manufacture, and distribute their traditional products. 

American-Australian syndicate called Mainguard-Australia, 
Ltd., headed Allen Chase Los Angeles, has been actively inter- 
ested promoting rice production the northern territory 
Australia. 

American cotton gins are used practically all cotton-producing 
countries. The Continental Gin Co. Birmingham, Ala., reported 
the largest manufacturer cotton-gin machinery the world. 
sells all cotton-growing sections the world. This company,. 
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along with the John Mitchell Co., Murray Gin Co., Lummus 
Cotton Gin Co., and several others, manufactures and sells percent 
the gin machinery used the world. Most countries 
raising American upland-type cotton use saw gins. 


ACTIVITIES FOUNDATIONS 


The Rockefeller Foundation has supported crop breeding and exten- 
sion work which has resulted substantial increases corn, wheat 
and bean yields Mexico and improved seed stocks these three 
crops Colombia. Corn improvement work has also been started 
Central America. 

The Ford Foundation overseas development program has concen- 
trated its efforts Burma, India, Indonesia, Pakistan, Egypt, Iran, 
Iraq, Israel, Jordan, Lebanon, Syria, and Turkey. Its rural and 
agricultural development program includes the financing tech- 
nical consulting group based Beirut, Lebanon; surveys the 
opportunities for development and expansion small-scale village 
industries; assistance organizing agricultural credit systems; and 
general agricultural education projects. 


AGRICULTURAL LOANS MADE THE EXPORT-IMPORT BANK WASH- 
INGTON, JULY 1947, DECEMBER 1954 


From July 1947, through December 31, 1954, total $3,105.9 
million new credits were authorized the Export-Import Bank 
Washington. this total approximately $165 million was used 
the borrowers foreign countries for land development, purchases 
farm machinery, grain-storage equipment, fertilizer plants, and sugar 
mills. addition, about $83 million was loaned for highway and 
hydroelectric construction which opened important new agricul- 
tural producing areas provided additional water for irrigation 
purposes. 

general policy the Export-Import Bank finances only the 
materials and services purchased the United States and most 
industrial, hydroelectric, transportation, and other projects financed 
Export-Import Bank loans have total cost considerably excess 
the bank loan. 


THE MORE IMPORTANT AGRICULTURAL CREDITS 


far the largest agricultural credits were extended 
Israel. January 1949 loan $70 million was made for agricul- 
tural production purposes. funds were used provide build- 
ings, farm machinery and equipment for enlarging existing farms, 
creating new farms, expanding existing irrigation facilities and related 
purposes. Important improvements the central irrigation works 
were financed out the proceeds this loan. $8.5 million were used 
finance plantings, production, and marketing facilities the citrus 
industry. 

addition this $70 million loan for agricultural production pur- 
poses, million out loan funds for industrial purposes were used 
finance new fertilizer plant which started manufacturing super- 
phosphates and nitrogen fertilizers Also perhaps much 
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two-thirds $25 million loan for housing materials made 
1949 was used for housing farm families. 

Bank extended credits million 
Government-owned corporation Mexico November 1947 
for the purchase agricultural equipment and month later ap- 
million loan for the purchase equipment for sugar 
mills. 

December 1950 approved loan $2.5 million for the con- 
struction the Falcon Dam, joint United States-Mexico project, 
with part the water allocated Mexico and part the United 
States. The loan funds financed Mexico’s portion this dam and 
stores million acre-feet water year. Most this water 
used increase cotton production both countries. 

the same time, December 1950, credit $17.5 million was 
approved for the construction the Yaqui Alto Dam. This dam 
will store 2,430,000 acre-feet water. part this water will 
used 117,000 hectares land adjacent the dam and part will 
used (via canal) irrigate 103,000 hectares some distance below 
the dam. 

addition cotton, wheat, barley, carbanyas, and alfalfa are 
grown these irrigated lands. 

Afghanistan.—The Export-Import Bank approved loan $21 
million the Government Afghanistan November 1949 for the 
construction dam and irrigation canal which has potential 
capacity irrigating 500,000 acres. 1954 after the dam was com- 
pleted the bank made the Afghanistan Government another loan 
$18.5 million for land-development purposes. They are expected 
around 170,000 acres over 3-year period with these loan 
unds. 

These lands are now being used primarily for wheat production, and 
some rice. FOA technical assistants are working with the Afghani- 
stan Government trying interest the settlers diversified farming 
operations and attempting get present nomad families settle 
these new irrigated lands. 

The initiative for this project came originally from United States 
contracting firm which interested the Afghanistan Government the 
irrigation project prior the arrival FAO mission. 

December 1948 the Bank approved 
loan $14 million the Government Haiti for irrigation and agri- 
cultural development purposes. The project scheduled for com- 
pletion 1956. About 60,000 acres will and used largely 
for rice production. Most the rice produced will used domes- 
tically and the power potentials associated with the dam will de- 
veloped later. 

line credit $53 million was approved for Iran 
November 1954. The bank sent mission Iran May 1955 
review the several loan proposals which have been sent forward 
utilize this line credit. Among the proposals are included pro- 
posals for financing dam which would provide additional irrigation 
facilities and for purchasing agricultural equipment. 

Turkey.—A credit $4,235,000 was granted Turkey Novem- 
ber 1954 for the construction internal wheat storage facilities. 
estimated that the total cost these facilities will approximate 
million and that they will provide storage for 230,000 tons wheat. 


1951 loan million was made Liberia finance 
repairs the 200-mile main road that country making all- 
weather road. Another loan $15 million has just been approved 
1955 add 300 miles new roads opening new agricultural areas, 
especially the western province. Lack internal distribution has 
been the main obstacle preventing self-sufficiency rice and other 
foods. The new road constructed with these funds will the first 
highway the three provinces Liberia together. FOA 
promoting agricultural development programs these areas opened 
the new highway. 

Major agricultural products will rice, cacao, bananas, palm 
kernels, coffee, and rubber. The new highways also will open exten- 
sive forest areas. 

1950 the Export-Import Bank made loan $250,000 
the Basic Economy Corp. (owned Nelson Rockefeller) Ecua- 
dor finance purchases machinery for rice production and harvest- 
ing demonstration pilot-plant basis. The project was not 
successful getting the natives adopt mechanization. 

1953 loan $2,280,000 was made the Government Ecua- 
dor for highway construction. This new highway will open the 
richest agricultural lands the country, 50,000 75,000 acres, which 
will used grow bananas, palm nuts, cacao, and coffee. 

Bolivia.—The Export-Import Bank loaned the Republic Bolivia 
$10.3 million 1942 for highway construction and additional $18.4 
million 1949 for the same purpose, This highway-development 
program links the tin-producing areas with the lowlands where 
cultural production possible. The lowlands are adapted the 
production wide variety crops and livestock products. 


rice mill and cotton gins have been built with private capital 
Bolivia. application for loan finance the construction 
sugar mill now under investigation and study the bank. 

Colombia.—In June 1950 loan $2.2 million was authorized 
the Republic Colombia for the construction internal small-grain 
storage facilities points collection from farmers. 


EXPORTER CREDIT LINES 


November 12, 1954, the bank announced new policy extend- 
ing lines credit assist United States exporters finance the sale 
foreign markets capital equipment productive nature manu- 
factured the United States. The bank will finance $10 mil- 
lion exporter the basis showing need maintaining 
his normal volume exports. Already all the major farm machin- 
ery manufacturing companies have applied for lines credit, usually 
amounts several million dollars, finance their exports farm 
machinery and replacement parts. 


CREDITS EXTENDED DIRECTLY INDIRECTLY FOR AGRICULTURAL 
PURPOSES THE INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 


April 30, 1955, total credits extended the International 
Bank were $2,168.9 million; $441.4 million this total somewhat 
over percent were used either directly indirectly expand 
agricultural production. (See table for breakdown country and 
purpose.) 
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The bank’s members now number and its subscribed capital 
totals $9,148,500,000. The United States subscription was 34.71 per- 
cent the total June 30, 1954, and the United States had 30.34 
percent the total votes that time. 

Australia.—Almost one-third all agricultural loans and over half 
all loans finance farm machinery purchases were made Aus- 
tralia. first loan this country was $100 million, made 
August 1950. The press release issued the time this loan was made 
stated that the major part the loan funds would utilized 
farmers and business concerns. 

They include the purchase specialized agricultural machinery and equipment, 
such crawler and special wheel tractors heavy crawler tractors and 
earth moving equipment will purchased assist opening new areas, 
clearing land for cultivation, providing irrigation, conserving water resources and 
constructing hydroelectric works. 


Another loan $50 million was made July 1952. The press 
release stated: 

About one-third the bank’s loan will aid agricultural production existing 
farms through increased mechanization, the use fertilizers and the crea- 
tion new farms through land reclamation and irrigation. 1958 farm 
production expected increase percent. 

Additional loans $54 million were made March 1954 and $54.5 
million March 1955. Approximately one-fourth the 1954 loan 
and one-half the 1955 loan was used for agriculture. The 1954 
press release states: 

the Commonwealth and State governments have been pushing ahead with 
projects increase land use and productivity through reclamation, irrigation and 
water conservation today’s loan will make possible continuing imports for 
the improvement existing farms and for opening new areas 


Tractors, earthmoving equipment, farm implements, harvesting equipment, and 
components for their manufacture Australia will bought under the 


The 1955 press release states: 


Individual farmers are increasing their agricultural output through more 
extensive mechanization, and imported machinery and equipment has enabled the 
Commonwealth and State governments carry forward programs intensify 
land use and increase productivity through reclamation, pasture development, 
irrigation, water and fodder conservation. Today’s loan will finance further 
imports equipment and machinery for these purposes, largely tractors, combine 
harvesters, hay balers and other equipment for fodder conservation. 


Colombia.—Colombia ranks second Australia terms total 
loans for the direct indirect benefit agriculture. The first loan 
million was made Colombia August 1949. The entire 
proceeds this loan were used for the purchase farm machinery 
and equipment. 

Another loan $16.5 million made Colombia April 1951 for 
highway construction and rehabilitation was substantial indirect 
benefit agriculture. Somewhat more than year later, August 
1952, the bank made another loan $25 million Colombia help 
build railroad the Magdalena River Valley, important 
agricultural area, and equip railroad repair shops 

Another loan $14,350,000 for further highway improvements was 
made the bank September 1953; and December 1954 the 
bank made another loan million Colombia, the proceeds 
used finance imports tractors and other farm equipment. 
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India.—India stands third terms total bank loans directly 
indirectly benefiting agriculture. September 1949 the bank 
loaned India $10 million used primarily for financing purchases 
agricultural machinery needed for reclamation lands infested 
with weed known Kans grass, and for clearing jungle lands. 

January 1953 the bank loaned India $19.5 million for the further 
development the Damodar River Valley. The press release issued 
that time stated: 

The loan will help finance the construction projects designed protect this 
area against floods, expand electric power capacity and build canals for 
irrigation and transportation. 

Work has already started the irrigation system; will include 1,550 miles 
irrigation and drainage canals serving area million acres West Bengal. 
When fully developed the system should make possible the production addi- 
tional 400,000 tons food grains, mostly rice. increase food production 
importance this densely populated area chronically deficient 
food. 


The Netherlands.—The Netherlands stands fourth volume loans 
obtained from the international bank directly indirectly for agri- 
cultural purposes. 

1947 the bank made the Netherlands loan $195 million for the 
reconstruction productive facilities. this total $30 million was 
used finance feed imports for their livestock and million was used 
finance reconstruction their fertilizer and food processing indus- 
tries. 

ranks fifth volume loans used either directly 
indirectly for agriculture. 

July 1950 the international bank made loan $3.9 million 
Turkey for the construction grain storage facilities. The press 
release issued that time included the following statement: 

Grain Turkey’s largest crop, and present storage facilities are poorly equipped 
and insufficient handle the annual movement grain. Modern storage facili- 
ties will reduce losses from exposure, infestation, and spoilage and effect con- 
siderable savings handling costs. New agricultural equipment being supplied 
ECA and the availability more storage space will stimulate increased produc- 
tion and, ultimately, greater exports grain, which should result greater 
foreign exchange earnings. 

June 1952 the bank loaned Turkey $25.2 million used the 
development the Adana Plain. multipurpose dam constructed 
with the assistance these funds will used for flood control, irriga- 
tion, and hydroelectric power. 

The economic development the Adana Plain has thus far been limited 
ruinous seasonal floods, lack water for irrigation other seasons, and 
serious shortage electric power. 

Peru.—Peru sixth terms loans made the International 
Bank which were used either directly indirectly for agricultural 
purposes. Five different loans were made Peru between January 
1952 and April 1955, the proceeds which were used either directly 
indirectly for agriculture. 

The first these loans the amount $2.5 million was used 
improve the facilities for handling general cargo and for the unloading 
and storage bulk grain the port Callas, miles west Lima. 
The press release issued that time stated: 


The amount bulk grains handled the port Callas has been increasing 
and will continue increase Peru wheat can raised only the 
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high sierra, where the amount cultivatable land strictly limited. im- 
proved methods can bring about increased yields, local production not expected 
rapidly consumption. Wheat brought the Lima area (the 
principal area consumption) from the northern and southern departments 
Peru would transported coastal vessel Callas. 

July 1952 loan $1.3 million was made Peru finance 
imports agricultural equipment such tractors, plows, threshers, 
and dirt-moving machinery reclaim old and open new lands for 
cultivation. 

April 1954 the International Bank made another loan $1.7 
million Peru for the purchase agricultural equipment. press 
release issued that time contains the following: rapidly 
increasing demand for land clearing and land preparation Peru. 
the coastal plain about 370,000 acres land formerly production 
has been abandoned because deterioration irrigation ditches, 
poor drainage, and failure level for satisfactory water usage. 
Other lands still under cultivation need leveled permit more 
effective use water and the use mechanized methods cultiva- 
tion. the eastern slopes the Andes large areas land can 
cleared relatively low cost. 

estimated that during the life the machinery financed today’s loan 
(Peru) will able rehabilitate about 37,000 acres land and clear about an- 
other 12,500 acres each The cumulative effect years full operation 
the machinery should result increase annual production valued $36 
million, which about $17 million would exported, making substantial im- 
provement Peru’s balance payments. 

November 1954 the bank made another loan million 
Peru finance further imports machinery, livestock and materials 
needed stimulate agricultural production Peru. The press 
release issued the time the signing the loan agreement indicated 
that the machinery obtained result this loan would used 
help expand the production cotton, sugar, rice, wheat, barley, and 
potatoes. About quarter the loan was used for the 
purchase irrigation equipment. 

April this year the world bank made another loan $18 million 
Peru, the funds used help finance the irrigation 125,000 
acres new land the coastal region northern Peru used for 
the production food and long staple cotton. The long staple cotton 
will grown for export improve Peru’s trade position. 
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TABLE Bank for Reconstruction and 
loans for the direct indirect benefit agricultural and development, 
Apr. 30, 


dollars] 


ery req- ment ment irri- port ment 

gation 


INTERVIEWS WITH COTTON MERCHANTS, PRODUCERS, 
BANKERS, AND ASSOCIATIONS 


GINNERS, 


connection with the current survey the staff members made 
field trip Memphis, Tenn.; Jackson and the Delta area Missis- 
sippi; Dallas and Houston, Tex.; New Orleans, La.; and Birmingham 
and Montgomery, Ala. The purpose the trip was obtain 
firsthand the opinions cotton merchants, producers, 

relating the information desired the committee and, particularly, 

ascertain the extent foreign investments Americ companies. 

The names the companies and the names officials interviewed 
are follows: 


Company Conferees 
Anderson, Clayton Co., Houston, Harmon Whittington, president 
Sydnor Oden, vice president 
Ashan, Jr., vice president 
Norman Ness, secretary 


Hohenberg Bros. Co., Memphis, Adolph Hohenberg, president 
Weil Bros. Cotton, Montgomery, Adolph Weil, Sr., president 
Ala. Crawford, branch manager 
Mr. Martin 
Cook Co., Ine., Memphis, Everett Cook, president 
George McFadden Bros., Memphis, Hugo Dixon, partner 
Tenn. Roy Beach, partner 
Delta Pine Land Co., Scott, Charles Sayre, president 
National Bank Commerce, Memphis, Smith, assistant vice president. 
Tenn. 
Allenberg Cotton Co., Memphis, Hirsch 
West Co., Memphis, Sid West 
Staple Cotton Co-op. Assn., Greenwood, Garrard 
Miss. Coleman 


Sternberg-Martin Co., Dallas, Harold Sternberg, president 
Tex. 
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Company Conferees 

Dixon Bros., Inc., Dallas, Richard Williamson, Jr., vice 
president, Bedford Geron, secre- 
tary and treasurer. 

Hubbard Co., Dallas, Tex Hubbard, president. 

Crespi Co., Dallas, Malloy Pietro Crespi, vice 
president (Memphis). 

Starke Taylor Son, Dallas, Tex Starke Taylor, Sr., partner. 

Campdera Co., Dallas, Mr. Edmondson. 

Eugene Smith Co., Inc., Dallas, Tex. Eugene Smith, president, Mr. 
Webber, European sales manager. 

Esteve Bros. Co., Dallas, Ramon Esteve, president. 

National Bank Dallas, Dallas, James Massey. 

ex. 
The Murray Company Texas, Inc., John MacDonald, vice president, 
Dallas, Tex. foreign sales. 

Locke Co., Houston, Jerry Locke. 

Creekmore Co., New Orleans, La. Creekmore, president. 

Gould Co., New Orleans, Everett Gould. 

American Farm Bureau Federation, New Walter Randolph, vice president. 

Orleans, La. 
Kohlmeyer Co., New Orleans, Herman Kohlmeyer. 
Rice Millers Association, New Orleans, Reid, president. 


Barrier, cotton producer, Jackson, Barrier. 

Continental Gin Co., Birmingham, Mr. Bentley, export manager. 
Avondale Mills, Inc., Birmingham, Byrum, administrative assist- 

and presidnt. 
Perfection Mattress Spring Co., Bir- Jackson, president. 
mingham, Ala. 


The following pages set forth pertinent information and opinions 
obtained from officials the companies interviewed which have 


foreign corporations interests. 

Anderson, Clayton Co., Houston, company the 
largest merchandiser cotton, both the United States and 
worldwide basis. also one the leading companies cotton 
ginning, cottonseed milling, compressing, and warehousing. also 
finances the production crops irrigated sections the United 
States, Mexico, and Peru, and finances harvesting Brazil. Sub- 
sidiaries some the foreign countries listed below refine cotton- 
seed and other vegetable oils and convert them into consumer prod- 
ucts such margarine, mayonnaise, salad oil, shortening, soap, and 
peanut butter. However, the company primarily cotton mer- 
chant, approximately percent the business being and 
percent export, and handles some million more bales 
annually. 

The foreign countries which the company has subsidiaries, the 
year which operations were started, and the number companies 
each are follows: 


Year 
Foreign countries which the company has subsidiaries operations 
started 


Number 
companies 


1921 
1930 
1933 
1934 
Argentina 1935 
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Although the number companies shown above July 
1954, staff members were advised that the only substantive change 


since then has been the establishment small experimental station 


the west coast Mexico. the companies are incorporated 
the countries which they operate and the great majority are 
wholly owned. 

Officials the company stated that operations Peru and Egypt 
were started because the long-staple cotton grown those countries, 
and that went into Brazil, Argentina, and Paraguay, and expanded 
its operations Mexico, because the curtailment cotton pro- 
duction the United States the 1930’s. 

During the period from July 31, 1950, July 31, 1954, Anderson, 
Clayton Co., increased its investment property, plant, and equip- 
ment the United States $41,772,000, and $13,189,000 the foreign 
countries which has investments. Comparative figures showing 
the company’s investments each the above dates are shown 


the following table: 
[In thousands dollars] 


Cottonseed Cotton ware- 


houses and 
mills, refin- Other Total 


equipment 


eries, and gins 


1950 1954 1954 1950 1954 

Total foreign 22,481 34,788 3,310 200 109 25,018 38, 207 


The working capital and other assets the foreign subsidiaries 
totaled $54,741,194 July 31, 1954. 

The company expanding its business the United States and 
building gins the west coast because the increased production 
there. reported plans for expansion any foreign countries 
with the exception Mexico where its operations are integrated. 

Company officials stated that United States tax laws have not been 
effective inducing American companies enter foreign operations 
and that they know tax advantages which result from operating 
foreign countries. They also stated that foreign subsidiaries pay 
large dividends possible the parent company, retaining only 
the amount money needed for operating expenses. 

unconfirmed report was received staff members that Ander- 
son, Clayton Co. and several other large companies are interested 
the development good port facilities for cotton shipping 
Mazatlan, Sinaloa, Mexico. Another unconfirmed report was that 
this vicinity irrigation for additional million acres land 
now being completed that cotton can planted there February 
1956. 

Hohenberg Bros. Co., Memphis, Tenn.—This company has business 
activities all European countries, many countries Asia, and 
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Canada and other countries the Western Hemisphere. Through 
associated companies, sales agents, buys and exports cotton 
from Brazil, Mexico, and Central America. 

azil, the company’s business handled Hohenberg, A., 
Brazilian corporation Paulo, which leading stockholders are 
reported the directors Hohenberg ‘New York. The 
business was started 1950 Hohenberg and Cia, Ltd., predecessor 
corporation Hohenberg, Another company, Hohenberg Co., 
Inc., sales agents with headquarters New York, was established 
Brazil 1944 and incorporated 1948. 

Hohenberg, president Hohenberg Bros. Co., informed staff 
members that the time the company started operations Brazil, 
order competitive with other firms owning gins, acted 
sales representative for coffee and cotton house owning several gins. 
until 1954, Hohenberg did not consider investment gins good 
small way our own account.’ 

Mexico, Hohenberg’s merchandising operations are carried 
laws May 1950, with headquarters Torreon. reported that 
the capital stock owned the principals Hohenberg Bros Inc., 
and that the Memphis firm acts the company’s sales agent the 
United States. 

Ginning operations are carried under Empresas Hohenberg, 
V., which was incorporated May 1950, with headquarters 
City. This firm closely affiliated with Algodonera Hohen- 
berg, Torreon although reported that Algodonera Hohen- 
berg operates with its own apital and management. 

Brazil, Mr. Hohenberg stated that the 1.8 percent 
turnover sales tax, felt was necessary obtain ginning 

Through Empresas Hohenberg, Hohenberg operates 

Mr. Hohenberg stated that the company considered starting opera- 
tions foreign countries 1933, the time United States support 
programs and control cotton production went into effect, but 
that time the company did not have sufficient management developed. 
With further curtailment United States acreage 1950 the com- 
pany “felt was necessary use our knowledge cotton and 
markets and, further, hold our agents abroad for the sale 
American cotton, expand our operations into 

During the past vear, Hohenberg started operations Guatemala 
and Nicaragua because continued acreage curtailment and the 
increase tax-exempt cooperatives the California-New Mexico 
area, felt were compe look other fields use our 
skills, and our 

Mr. Hohenberg stated that for every bale sold the world markets 
affiliated companies, the American corporation receives fee. 

According Mr. Hohenberg, the company’s operations financing 
production have been limited mostly the Mexicali area 
Mexico, although the company does make advances farmers 
other areas after the cotton planted and generally stands. 
These advances range from $50 $75 per bale and are made order 
buy the cotton. 
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Mr. Hohenberg informed staff members that United States tax 
laws “have been substantial factor our foreign operations.” 
said that the Hohenberg Western Hemisphere Corp. that used 
for sales Canada cumbersome and hardly worth and the 
company considering its abandonment. 

member the trade told staff members that percent 
Hohenberg’s business Mexican cotton and that represents 
percent the company’s export business. This report was not 
confirmed. 

Mr. Hohenberg stated that the main obstacle exports United 
States cotton some countries has been competition with bilateral 
trade agreements and mentioned Brazilian-Italian, 
and French-Egyptian agreements. However, stated that this type 
competition now lessening. 

Weil Bros. Cotton, Inc., Montgomery, Ala.—This firm one the 
oldest cotton firms the country with several branch offices the 
United States and one Liverpool, England. Two its branch 
offices, Memphis and Houston, handle exports primarily. Weil Bros., 
partnership the officers Weil Bros. Cotton, Inc., engaged 
cotton broker and merchant, with branch office New York City. 
Staff members were informed that Weil Bros. has Western Hemis- 
phere corporation from which some benefit derived under United 
States tax laws. 

The Houston branch office will handle all the firm’s Mexican cot- 
ton this year. Central American cotton handled the company’s 
Panamanian corporation, Algodonera Weil, 

Operations have been carried Mexico for several years, about 
years Nicaragua, and about years Guatemala and Salvador. 

Adolph Weil, Sr., president, stated that the company owns gins 
any these countries. 

Mexico, the company finances purchases through local corpora- 
tions and Mr. Weil stated that the company going try and 
expand its operations making additional arrangements with ginners 
the Matamoros area. Loans producers are made through these 
arrangements series advances: some weeks before cotton 
picked, when seed cotton delivered the gin, after ginned, 
and when delivered the shipping port. The branch manager 
Houston stated that the company handles less than 20,000 bales 
Mexican cotton annually. 

Mr. Weil made the following statements regarding operations 
Central and South America: 

Nicaragua United States foreign-aid programs have been tre- 
mendously helpful with technical assistance promoting cotton pro- 
duction. The company handles more cotton than all other United 
States shippers combined. loans are made producers. 

Salvador, all cotton handled Government cooperative 
which handled about 70,000 bales. The company buys 
percent its cotton. 

Guatemala, the company does financing and buys shipside, 
does Salvador. The company handled about 6,000 bales 
the 30,000 bales exported last year. 

Brazil arrangements were made 1954 with Brazilian firm 
sell cotton Japan and Canada commission basis and that 
similar arrangements were made with Argentina firm. 
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Arrangements were made recently with Peruvian firm buy 
Egyptian-type cotton. 

Mr. Weil informed staff members that the company will handle 
about 538,000 bales which 108,000 bales, percent, 
are expected foreign growths. about the same total 
amount was handled but only percent was foreign. 

Cook Co., Memphis, Co. “usually handles 
over 400,000 bales United States growths annually. Offices are 
maintained United States cotton centers and many buying 
agents are located the United States Cotton Belt. 

Outside the United States, Cook Co. has business activities 
all cotton consuming and producing countries approved the State 
Department. Companies which Cook Co. have interest are 
operated Brazil, Mexico, Nicaragua, Japan, and the United King- 
dom. These foreign companies, with the exception the office 
Japan, are corporate structure set under the laws the respective 
countries. The office Japan operated agency. 

The Brazilian company operates three gins which are leased. 
Some advances are made farmers assure the gins proper volume. 
This company does general cotton merchandising business, selling 
about half its volume Brazilian mills and half foreign countries. 
The cotton handled about 70,000 bales per year. 

The Mexican companies operate gins, which were purchased 
this year from another American firm. Advances are made 
farmers, usually the basis $50 per bale. These companies 
general cotton merchandising business, selling about one-third their 
volume Mexican mills and two-thirds foreign countries. They 
handle about 100,000 bales per year. 

The Nicaraguan company does cotton exporting business. 
minority interest owned James Platt Co. (Cotton), Ltd., Liver- 
pool, England. This company does general worldwide cotton busi- 
ness. operations other countries are handled independent 
agents. 

Co. started activities Brazil 1945; Mexico 1950; 
Nicaragua 1955; and the United Kingdom company 
states that these countries will commensurate with 
the amount might add our capital there 

The following figures which were stated approximate were 
furnished Cook Co. and show that much larger quantity 
foreign growths now merchandised than any time during the 
past years: 


Cotton handled 
[In bales] 


| 
125, 000 525, 000 650, 000 
125, 000 425, 000 550, 000 
125, 000 375, 000 500, 000 
125, 000 375, 000 500, 000 


190, 000 260, 000 450, 000 


George McFadden Bros., Memphis, Tenn.—George McFadden 
Bros. one the largest cotton merchandising firms the United 
States. reported handle normally over million bales an- 
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nually, which approximately percent domestic growth, which 
sold the United States and throughout most cotton-importing 
countries the world. 

The foreign activities this company, which directly promote 
cotton production, are located Brazil and Mexico. The subsidiary 
company Brazil McFadden Cia., Ltda., located Paulo, 
which engaged buying, ginning, and exporting raw cotton. 
Gin plants are maintained six locations Brazil, and the company 
has warehouse Paulo. Loans are made producers, ginners, 
and cooperative cotton organizations. the 1954 calendar year 
McFadden Cia. handled about 100,000 bales Brazilian cotton. 

Mexico, two corporations, Algodonera McFadden and 
Agencia Algodonera A., are the operating subsidiaries George 
McFadden Bros. These Mexican companies engaged buying, 
ginning, and exporting cotton, maintaining, eight gins the larger 
producing sections Mexico. Loans are made producers, ginners, 
and cotton cooperatives. During the crop year the companies 
will handle about 95,000 bales Mexican growth. 

Bros. started its Brazilian business during 1934 and 
Mexican operations were begun prior that year. other foreign 
countries cotton merchandising carried through selling agents. 
Activities Mexico have recently been extended and further expan- 
sion planned, both that country and other Central and South 
American countries. 

Felder Co., Dallas, Tex.—This company’s principal 
business cotton merchandising, and handles several hundred 
thousand bales annually, part which Mexican growth. Less 
than half its sales are for export. The company owns eight gins 
the United States. 

The company has subsidiary, Mexican corporation, located 
the Torreon region. was organized years ago and makes 
loans gins and large farmers finance production. owns 
gins other physical property. The company operates the 
Matamoros, Torreon, and Mecizali regions. Its business only 
small part the total operations the parent company. 

Mr. Felder stated that has definite plans for expansion but 
giving consideration. 

Mr. Felder, individual, has owned farm Mexico for years 
and has investment about $100 per acre, including 
machinery. 

Bro., Dallas, Tex.—This company, whose sole 
business cotton merchandising, ordinarily handles about 300,000 
bales annually which very small proportion grown Mexico. 
the calendar year 1954, percent its sales were domestic and 
percent were for export. prior years more its sales had been 
for export. 

was reported that Mr. Dixon, individual, owns gin 
Mexico. was also reported that Mr. Dixon has interest 
Algodoeira Wooley-Dixon Cia., which located Sao Paulo, Brazil, 
and which owns gins. 

Sternberg, Martin Co., Inc., Dallas, Tex.—The principal business 
this company cotton merchandising, and handles about 200,000 
bales annually. Less than 10,000 bales the cotton handled last 

ear was Mexican growth. About percent the company’s 
usiness for export. 
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The company finances small amount cotton production and 
harvesting Mexico and plans expand its operations that 
country. indication its expansion gin now being built 
the west coast, near Navajoa. Also Mexican corporation has 
been formed, and planned have that company retain its 
profits Mexico. 

Consideration being given starting operations Central 
America. 

Bros. Co., Inc., Dallas, company cotton mer- 
chant and its average annual business approximately 100,000 bales 
year, although this year was only about 45,000 bales. year the 
company handled about percent United States cotton and 
percent Mexican growths. Approximately percent the com- 
pany’s sales are for export. 

Mr. Esteve, the president the company, advised staff members 
that the Esteve interests own three corporations Mexico, Brazil, and 
Spain, but that they are independent companies, not affiliated with 
Esteve Bros. Co., Inc. However, others the trade indicated that 
they are closely affiliated. 

Campdera Co., Inc., Dallas, company’s principal 
business cotton merchandising, and its average business during the 
past years has been approximately 100,000 bales cotton annually, 
which the greatest amount Mexican growth any year was 
percent. Its export sales used about percent its business 
but are now only approximately percent. The company owns 
gins and finances production the United States. 

The company started operations Mexico 1942 1943 and has 
affiliated Mexican corporation which owns four gins and finances 
small amount cotton production. Its operations are conducted 
the Matamoros area. The Mexican company reported 
reducing its operations result unfavorable business experiences 
since 1952 and the process selling one reported that 
the company suffered heavy fire loss. 

Starke Taylor Son, Dallas, principal business the 
company cotton merchandising and handles approximately 
70,000 bales annually which about 10,000 bales are Mexican growth. 
Last year handled 6,000 bales Nicaraguan cotton. The company 
gins. 

The company has subsidiary, Mexican corporation, with offices 
Matamoros and Mexicali. Mr. Taylor stated that the Mexican 
company was formed such corporation necessary order 
sell some countries and that the company has been building 
cotton-merchandising business that country. also stated that 
finances small amount cotton production but owns physical 
property Mexico. added that date the company has realized 
profits, just getting foothold, and will expand slowly. 

Delta Pine Land Co., Inc., Scott, concern sub- 
sidiary Fine Cotton Spinners Doublers, Ltd., England. 
operates large tract land the Mississippi Delta. variety 
farm products are grown, but cotton and cottonseed for planting are 
the most important. The latter sold under the trademark 

the period September 1953, September 1954, 736.8 tons 
DPL cottonseed were sold producers foreign countries. From 
September 1954, until May 31, 1955, 1,606 tons cotton-planting 
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seed were sold for export. Sales DPL seed, both domestic and 
foreign, are about 9,000 10,000 tons annually. 

The cottonseed exported has gone primarily Mexico and Central 
America, although the company also reports some sales Turkey, 
Syria, and other countries that area. 

Barrier, Yazoo City, Barrier farms about 6,600 
acres cultivated land Mississippi. Cotton produced only 
about 2,000 acres because his 31-percent allotment. the balance 
his property plants diversified crops, such soybeans and corn. 
cotton merchant handles about 25,000 bales cotton year, 
all which bought and sold the United States. also owns 
two modern gins. 

Mr. Barrier stated that cannot make profit cotton produc- 
tion Mississippi with his present small allotment and that, because 
this, made trip Guatemala study the possibilities 
cotton production that country, from which trip had just re- 
turned when interviewed staff members. stated that Guate- 
mala has excellent soil and that large amount acreage suitable 
for cotton production. estimates that could raise from 
bales per acre cost $60 $65 per acre. also stated that 
sale Guatemalan cotton averaged cents pound last vear, that 
labor only cents day, and that the Guatemalan Agricultural 
Department would put families the property who would build 
their own homes. stated further that the Guatemalan Govern- 
ment welcomes foreigners and looking for American capital; that 
there agricultural association with United States trained 
native its head; that there tax property after the land 
purchased; and that there income tax profits from farm 
products, including cotton. 

Mr. Barrier advised staff members that and group Missis- 
sippi cotton producers and, possibly, some cotton traders are interested 
purchasing initial tract 30,000 acres cotton land the west 
coast Guatemala and stated that the land can purchased very 
cheaply. also stated that Mr. Herman Kohlmeyer, Kohl- 
meyer Co., New Orleans, La., planning talk Mr. Lamar 
Fleming, Anderson Clayton Co., about the possibility the latter 
company developing cotton facilities Guatemala the group from 
Mississippi decides buy land there. 

The Murray Co. Texas, Dallas, Tex.—The Murray Co. one 
the largest cotton ginning and processing machinery concerns the 
United States. Mr. John MacDonald, vice president charge 
export sales, has furnished all the following information regarding 
its foreign activities, together with his estimate the present situation 
various foreign countries. 

The company does business countries and has worldwide 
permanent service organization. Export business about percent 
its total and Mexico accounts for percent the exports. 

Mexico: This year the company will have about million export 
sales Mexico, follows: 


Fill-in equipment (improvements) 500, 000 
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All these sales are privately financed and sold Mexican com- 
panies. About percent these companies are owned controlled 
United States interests. There are only Mexican-owned com- 
panies remaining the cotton business, Longoria Bros., Nueva 
Laredo, which has about subsidiary affiliated corporations, and 
the Torres Co. Los Mochis. June 1955, George McFadden 
Bro. Co. and Producers Cotton Oil Co. interests bought eight gins 
and oil mill from Longoria Bros. 

The Matamoros area Mexico will produce about 500,000 bales 
cotton this year and about gins are located there. the west 
coast Mexico there area suitable for cotton production, larger 
than California, which can easily double production and has 
practically unlimited capacity for future expansion. About gins 
are located 

Guatemala: This country has practically all Murray gins, 
which are modern. Cotton production increasing rapidly. 

Salvador: This country has eight completely modern Murray 
gins. Production cotton has greatly increased, 100,000 bales 
per year, and still increasing. 

Nicaragua: Most the modern gins this country are 
Murrays. Production currently 200,000 bales. 

Peru: Maximum cotton production 400,000 bales although cur- 
rent production only about 300,000 bales. There not much 
chance for further increases productive land limited and needed 
for food production. 

Brazil: This country normally produces around million bales per 
year, 500,000 which come from north Brazil. the past years 
the cotton area has moved 500 miles west. There almost limit 
potential cotton production, but capital needed. There are 
about 150 gins Brazil and about one-third the modern ones are 
Murray. The Murray Co. has associated company here which 
builds gins. also has the same arrangement Argentina. 

Colombia: This country has about gins, increasing cotton 
production for its own use and has the potentiality for large expansion. 

Venezuela: This country has eight Murray gins and the possibility 
for some expansion. 

Argentina: This country has normally produced about 500,000 
bales cotton annually but production has declined such extent 
that may have import cotton this year. 


OPINIONS THE TRADE COTTON PRODUCTION TRENDS FOREIGN 
COUNTRIES 


The cotton merchants and others interviewed were almost unani- 
mous expecting further increases cotton production foreign 
countries. There also was general agreement that the immediate 
future most the increase would occur Mexico and Central 
America. Over somewhat longer period substantial increases 
cotton production are expected Iran, Iraq, Syria, India, Pakistan, 
and the African territories. 

There was wide variation the estimates the amount increase 
expected various parts the world. Most members the 
trade, basing their estimates the developments the last years, 
expect sharp increases Mexico and the total production foreign 


countries. While they believe reduction United States and world 
prices for cotton would slow down the rate increase they not 
believe moderate drop cotton prices would stop further increases, 
group the cotton merchants expect greater increases cotton 
production outside the United States the next few years than 
indicated our own Government reports, the studies the National 
Cotton Council and number officials Anderson, Clayton Co, 


OPINIONS THE TRADE FOREIGN-AID PROGRAMS INCENTIVE 


INCREASED COTTON PRODUCTION 


number cotton merchants and others interviewed said that they 
had information this topic. Most those interviewed, how- 
ever, believed that our technical aid and other foreign-aid programs 
have been important factor increasing cotton production 
foreign countries, while few thought their impact had been minor 
importance. 

One the smaller cotton merchants commented these words: 

Foreign-aid programs have given these countries the wherewithal increase 
production and our price-support program has given them the incentive use 
for cotton production. 

Murray Co., one the largest manufacturers gin machinery, 
reported sales million gins and gin machinery, financed 
foreign-aid funds, Greece 1948 1949. More recently such 
funds have been used finance substantial sales gin machinery 
Turkey, Iran, Pakistan, and additional sales Greece. reported 
that gin machinery specialists were sent Pakistan FOA for 
months’ period within the last years. These specialists assisted 
Pakistanians setting American manufactured gins and made 
recommendations regarding modernization gins. 

was reported that foreign-aid funds also financed the services 
American gin machinery specialist Turkey for short period. 
The Government Turkey now employs American gin machinery 
specialist train its people the operation American saw-type 
gins. 


OPINIONS THE TRADE TAX ADVANTAGES FOREIGN OPERATIONS 


large majority the company officials interviewed reported that 
tax considerations were not reason for making investments the 
cotton business foreign countries. was reported that some 
cases was necessary organize local companies meet the require- 
ments the country avoid special charges. Another stated 
that had formed Western Hemisphere corporation but consider- 
ing abandoning this method operation cumbersome. One 
other company has formed Western Hemisphere corporation because 
its tax advantages. These were the exception rather than the rule, 
however, and most companies reported that there was tax advan- 
tage gained expanding their business foreign countries. 


OPINIONS THE TRADE OTHER COUNTRIES’ USE EXPORT INCENTIVES 


Most the cotton merchants reported that they had not en- 
countered special difficulties because export incentives utilized 
other countries. did, however, report that Turkey sold cotton 
France the winter prices below its domestic levels, 


141 


142 


yet higher than France could have purchased equal quality cotton 
elsewhere. 

They also reported that Brazilian exporters had advantage 
the Italian market because Italy’s current policy requiring that 
imports from Brazil must equal her exports that country. For this 
reason Italian exporters are currently paying premium for the for- 
eign exchange which results from imports from Brazil. 

interest note that the cotton merchants did not mention 
the change exchange rates Brazil May 1955, applicable 
cotton exporters, factor the recent unsatisfactory export mar- 
ket for American cotton. number those interviewed, however, 
mentioned the export taxes imposed Mexico and several other 
countries. their opinion, many the countries growing cotton 
for export, reduction our export price level the payment 
export subsidy few cents pound, would matched reduc- 
tion these export taxes and change the exchange rates those 
countries having multiple exchange rates. 


INTERVIEWS WITH EXPORTERS AND PROCESSORS GRAIN, TOBACCO, 
AND DAIRY PRODUCTS 


obtain additional information foreign production, United 
States exports, foreign export subsidies, and foreign activities 
American companies, wheat, corn, tobacco, and dairy products, 
few the larger exporters and processors these agricultural prod- 
ucts were interviewed the staff. 

Continental Grain Co., Inc., New York, Y.—The Continental 
Grain Co. one the largest grain exporting firms the United 
States, shipping wheat, corn, barley, rye, milo, and oats primarily 
into western European countries. Another large part this com- 
pany’s business the operation grain elevators and grain storage 
throughout the United States. grain storage capacity 
approximately million bushels. Continental Grain also operates 
the other large grain producing and exporting countries Canada, 
Argentina, Brazil, and Australia. 

Most the grains now exported from the United States are pur- 
chased from Commodity Credit Corporation stocks 
Exceptions this procedure are wheat, which bought day-to- 
day fixed price, and milo which September 1955, was changed 
from fixed price basis competitive bid basis. 

This company’s exports corn are made largely England, the 
Netherlands, and Belgium, with smaller quantities going France. 
During the past several years corn has not sold well for export 
the other feed grains but recent price decrease have increased the 
export demand and now beginning move. The return 
Argentina toward prewar production will make that country signifi- 
cant factor the world corn trade. 

The company has exported large quantities wheat under the 
International Wheat Agreement. recent announcement Bel- 
gium that flour produced that country must contain percent 
homegrown wheat will probably result more imports hard spring 
wheat, such Canadian, rather than United States varieties. 

The Continental Grain Co. has two officers Department 
Agriculture advisory committees. William Schilthuis, executive 


vice president, alternate member the Advisory Committee 
Foreign Agricultural Trade and Technical Harold 
Sanford member the Advisory Committee Grain Exports 
and Mr. Sanford was also member the recent Wheat Advisory 
Committee. 

Inc., New York, Mills, ex- 
ports all types United States bread and feed grains but the major 
export business flour. The company has flour mills Canada, 
Australia, and Argentina. During the last years this company’s 
export sales flour from the United States have decreased percent 
without subsidies wheat and flour their export business these 
American commodities would practically nonexistent. 

The company states that preferential duties flour many im- 
porting countries and variable export subsidies some exporting 
countries comprise the major competition the present time for 
United States flour. Officials Pillsbury interviewed were sure that 
within years Cuba would self-sufficient rice. 

Dibrell Bros., Danville, Va.—This company the second larg- 
est leaf tobacco exporting and importing firm the United States. 
Export sales are almost equal those Universal Leaf Co., 
Inc., Richmond, Va., and together these firms account for per- 
cent all United States leaf tobacco exports. About percent 
the company’s business exporting all countries, except Vene- 
zuela, which use American tobacco, and percent these sales are 
flue-cured tobacco. 

Canada the only country which Dibrell Bros. foreign 
growths and this now done through English and Canadian owned 
company. Sales Canadian flue-cured tobacco amount about 
percent its total business. The company considered going into 
Southern Rodesia but after survey among its customers decided not 
anything there this time. the total volume tobacco 
produced Southern Rhodesia increases, and the demand warrants, 
the company will handle tobacco from Southern Rhodesia and other 
African Federation areas. the present time the quality African 
tobacco not good American flue-cured but exchange the 
sterling countries much better. For this and other economic 
reasons Southern Rhodesia tobacco will always factor world 
trade and sales may increase considerably. 

The company believes that foreign production flue-cured tobacco 
will increase rapidly and reduce the export sales American leaf 
tobacco and tobacco products. India, Southern Rhodesia, and Italy 
are all increasing and many countries will buy these cheaper tobaccos. 
United States foreign aid and American technicians have helped 
develop flue-cured tobacco production Southern Rhodesia and 
many other countries. 

The biggest obstacle the present time export sales United 
States tobaccos, other than the preferential duty England, the 
high price and shortage low grades the United States. This, the 
company states, due partially the support level and partially 
the fact that crops now being marketed have smaller percentage 
these lower exportable grades. 

The newer varieties tobacco being grown the flue-cured belt 
have produced tobaccos which are not desirable some qualities and 
the level prices. These varieties have poundage and color but 
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lack flavor and will only sell current prices the Flue-cured 
Tobacco Cooperative Stabilization Corp. 

Larus Bros. Co., Richmond, Bros. exports (1) finished 
tobacco products (2) prepared tobaccos (3) blended strips and (4) 
stemmed leaf tobacco foreign markets. Export sales are only 
various foreign companies which are licensed manufacture 
Larus’ American brands such Edgeworth smoking tobacco and 
Chelsea cigarettes. These companies must use United States growths 
the American brand products which they produce. 

The company also has foreign subsidiaries affiliates which manu- 
facture their American products and other brands for local 
tion export. promotion and maintaining quality the company’s 
sales world markets are increasing every year. 

The company believes that United States foreign aid has shown 
competing countries how raise tobacco and many countries, in- 
cluding the Philippines, are making progress toward self-sufficiency 
even surplus cigarette tobaccos. the United Kindgom, 
result high tariffs ‘and taxes American tobacco, can Holiday 
smoking tobacco which retails most United States stores for $1.19 
costs the consumer about $10.25 

The Virginia Tobacco Co., Va.—This company sub- 
sidiary Universal Leaf Tobacco Co., Inc., Richmond, Va., but 
operates independently and sells competition with it. Most the 
company’s business exporting flue-cured and burley tobacco many 
western European countries, Egypt, Japan, the Philippine Republic, 
and Formosa. foreign tobaccos are bought sold and has 
plans handle any foreign growths. 

Because price and exchange, some European customers are using 
Southern Rhodesia tobacco and this situation will very likely continue 
expand. shortage dollars allocated for tobacco imports 
foreign countries has reduced prevented expansion United States 
exports. The quality American tobacco the principal reason why 
United States exports have been maintained present levels. 

Current crops United States flue-cured tobacco have certain types 
such Coker 139, which not sell well. They have good color and 
good yields but are undesirable flavor and are not being purchased 
domestic manufacturers. company processes large quantity 
tobacco for the Flue-Cured Tobacco Cooperative Stabilization 
Corp. They redry, stem, and pack, whatever desired. 

Universal Leaf Tobacco Co., Inc., Richmond, Va.—This company 
the largest leaf-tobacco exporting and importing firm the United 
States. Operations, including those subsidiary affiliated 
companies, are the buying, storing, processing, and selling leaf 
tobacco the United States and all countries the free world. 
Exporting leaf tobacco from the United States and other producing 
countries approximately percent its business, and these 
exports one-third Canadian and African tobacco. 

Canadian tobacco was first handled this company 1925 and 
operations African growths from Southern Rhodesia, Nyasaland, 
and Mozambique were started with the realization that 
United States price-support programs would limit export sales 
United States leaf tobaccos. The subsidiaries Southern Rhodesia 
handle about million pounds annually, and the amount all 
foreign-grown tobaccos handled more than 100 percent greater than 


prewar. The company will try expand any place the world 
order supply their customers. 

The Universal Leaf Tobacco Co. does not finance any foreign 
domestic tobacco growers and state that general rule the produc- 
tion cigarette tobacco not financed the buyers. exception 
this rule that the British American Tobacco Co. will finance 
growers country where desired develop the production 
cigarette tobacco. 

Opinions company officials foreign flue-cured tobacco produc- 
tion which competitive with United States exports are follows: 
Japan raising increasing amounts tobacco and well graded. 
Indonesia increasing production flue-cured tobacco very rapidly 
and may become self-sufficient the near future. Thailand 
raising more than they can use but, because the quality very 
low, exports have not been large. India, the low grades flue- 
cured tobacco are sold Japan and the best grades are picked out 
immediately after harvesting and placed cold storage for export 
England. The Philippines are making every effort raise their own 
flue-cured tobacco. Canada can increase production estimated 
200 225 million pounds per year. Production the African 
Federation can increase many times present output there are 
larger acreages land Rhodesia and other African Federation 
countries which are suitable for growing flue-cured tobacco. The 
price European customers will influence this trend. Although 
African tobacco does not this time compare quality United 
States tobacco, consumers who acquire taste for certain tobacco 
will not generally buy another kind. 

Turkey tobacco production has been increasing and selling 
larger quantities around the world. United States cigarette manu- 
facturers are using more Turkish tobacco order reduce their costs. 

The world demand for tobacco since World War has been main- 
tained tobacco commodity which stored merchants and 
manufacturers for years before being consumed. This fact, 
together with low postwar stocks, lengthened the period good 
markets worldwide. Now that stocks everywhere have been re- 
plenished, indications are that tobacco will encounter export difficulties 
similar some the other basic agricultural commodities. 

The Borden Co., New York, Y.—The Borden Co. the second 
largest firm the dairy-products industry with activities throughout 
the United States and most Canada. This company engaged 
principally the processing and distribution fluid milk and related 
products. variety products are exported but the principal one 
powdered whole milk sold worldwide under the brand name 
Processing plants are operated many foreign countries, the 
most important being located Canada and the Netherlands. The 
Canadian plants were operation prior World War and plant 
Holland began production August 1954. 

Borden’s export sales United States dairy products have shown 
continual decline during the past years. Although world consump- 
tion and export trade powdered whole milk have increased, Klim 
sales have decreased both percentage and quantity basis. This 
situation attributed the company the fact that United States 
dairy products are being priced out world trade and that part which 
Borden and other United States companies continue export the 
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result years acceptance the brand names and quality the 
products. The new plant the Netherlands was 
marily regain business those countries where exchange price 
blocks the sale United States dairy products. 


The company furnished the following data show the effect 


foreign competition sales Klim. Latin America, Venezuela 
the largest market for whole powdered milk. Whereas that coun- 
try was mostly supplied the United States ago, June 
1955 United States exporters had foreign competitors, and conse- 
quently smaller percentage the business. Haiti sales Klim 
are down percent from years ago because competition from 
the Netherlands and Denmark. While Klim retails Haiti 
cents per pound, competitive foreign brands retail from 
cents. Bolivia sales are down 33% percent due European 
competition. recent invitation for bids whole powdered milk 
Bolivia amounted million pounds and United States ex- 
porter sold pound. 

Trinidad, normal market for whole 
dried milk now principally supplied Denmark and the Nether- 
lands. the Belgian Congo Klim sells for cents per pound and 
European brands for cents. Malaya supplied with Australian 


powdered milk cents per pound, while United States brands 
sell for cents. 


GRICULTURAL LOANS MADE THE EXPORT-IMPORT BANK WASH 
INGTON, JANUARY AUGUST 1955 


the interim report submitted June the agricultural loans made 
the Export-Import Bank from the beginning its operations 
until December 31, 1954, were listed and described. 

Equipment ebruary 1955, the Export- 
Import Bank authorized credits totaling $875,000 used 
financing sales equipment Venezuela, including agricultural 
tractors manufactured the Caterpillar Tractor Co. Peoria, 

and flood-control loan Haiti—On April 21, 1955, the 
Export-Import Bank authorized increase from $14 million 
$21 million the credit established 1951 for use the Republic 
Haiti flood control and irrigation project the Artibonite 
Valley. 

The Artibonite Valley, which located the central 
Haiti, north Port-au-Prince, potentially one the country’s 
richest agricultural areas. When completed, the project will bring 
approximately 60,000 acres land under controlled irrigation and 
cultivation. 

Cotton export credit Austria.—On April the 
Bank authorized line credit million assist financing 
shipments United States raw cotton Austria. This credit was 
sufficient finance the export approximately 32,000 bales 
cotton. 

Credit for grain storage equipment June 16, 1955, 
the bank authorized exporter credit amount not exceed 
$4,235,000 for the Columbian Steel Tank Co. Kansas City, Mo., 
assist financing grain-storage equipment sold Turkey. 

Credit for exports farm machinery. —On July 1955, the Export- 


Import Bank authorized revolving credit, the maximum amount 
$70,000 outstanding any one time, assist the Minneapolis- 
Moline Co., Minneapolis, Minn., financing sales agricultural 
machinery and related items Peru. 

Cotton export credit Japan.—On August 1955, the bank author- 
ized loan $60 million the Bank Japan finance the purchase 
American raw cotton. present market prices this will finance 
the purchase about 330,000 bales cotton. 


CREDITS EXTENDED FOR AGRICULTURAL PURPOSES THE INTERNA- 
TIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT (WORLD 
BANK) 


the interim report submitted June, credits extended the 
World Bank either directly indirectly for agricultural purposes, 
from the beginning its operations through April 30, 1955, were 
listed and described. 

Italian loan for irrigation and industrial June 
1955, the World Bank approved loan $70 million Italy, $20 
million which used for building irrigation works 
Sicily. The balance the loan will used finance industrial and 
power development both Sicily and the mainland. 

The credits for irrigation works will used the building 
dam and reservoir Poyzilo the Salso River, northwest the 
Catania Plain. The water impounded will used irrigate the 
Catania Plain, lying south and west the Etna and the city 
Catania. 

Colombian loan for railroad June 15, 1955, the 
World Bank made loan $15.9 million the Colombian National 
Railroads. The loan will help finance extension the Magdalena 
Valley Railroad being built with the aid previous bank loan. 
The extension will provide through rail connection between the 
Caribbean coast and important cities the interior, and will eliminate 
the need for river transport. 

When completed this railroad will save days the transport 
goods and will encourage agricultural development the area 
traversed. 

Nicaraguan loan for electrical, industrial and agricultural develop- 
ment.—On June 1955, the World Bank made loans totaling $7.5 
million Nicaragua. One loan, for $7.1 million, was made the 
Government-owned corporation which supplies electrical power the 
Managua area. The other loan, for $400,000, was made the 
Instituto Fomento Nacional, autonomous Government agency, 
which provides financial and technical assistance for industrial and 
agricultural development. 

The $400,000 loan will re-lent Fomento small power distrib- 
utors the outlying towns defray the foreign-exchange cost 
renovating and expanding their distribution systems. 

Loan Panama for highway July 12, 1955, the 
World Bank made loan $5.9 million Panama help finance 
highway-rehabilitation program. The program provides for 
the construction approximately 400 miles primary roads and 
235 miles secondary roads and for improved highway department 
and maintenance program. 
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Transportation the main factor limiting agricultural development, 
according the press release issued the bank the time making 
the loan. Improvement the highway system will facilitate in- 
creased farm production Panama which could partially replace 
current imports. 

Loan Guatemala for highway July 29, 1955, the 
World Bank made loan $18.2 million Guatemala assist 
financing the completion the new Atlantic and Pacific Highways 
and the execution program improve and maintain existing 
roads. The press release issued the bank the time the loan was 
made stated that the projects made possible the loan should 
reduce transport costs, facilitate internal and external trade, and stim- 
ulate agricultural production, Guatemala’s main economic activity. 

The new Atlantic Highway will paved, all-weather road, 190 
miles long, running between Guatemala City and Puerto Barrios 
the Carribbean with branch the new port Santo Tomas near 
Puerto Barrios. Puerto Barrios handles two-thirds the export- 
import trade Guatemala. Construction the highway expected 

The new Pacific Highway will the backbone the road system 
the Pacific coastal plain and the Piedmont western Guatemala. 
will extend the Mexican border, running midway between the 
Pacific coast and the Inter-American Highway for 217 miles. also 
will extend Salvador the south and will join the new Litoral 
Highway being constructed Salvador with the help World 
Bank loan $11.1 million made October 1954. Construction 
the Pacific Highway expected completed 1958. 


INTERNATIONAL BASIC ECONOMY CORPORATION 


This financing-development company was organized 1947 
members the Rockefeller family promote the economic develop- 
ment various parts the world. Among other activities Latin 
agricultural and allied commercial enterprises have been 
developed Venezuela and Brazil. 

Brazil, IBEC formed company 1947, Sementes Agroceres 
South America, produce and market hybrid seed corn, grown 
867-acre farm, other smaller farms and cooperating farmers. 
Representatives this Brazilian affiliate travel through the corn- 
growing areas demonstrate the benefits hybrid seed, which 
some types average percent larger yield over common corn. 
Sales 1954 are reported have been about 60,000 bushels. 

joint enterprise with Cargill, Inc., Minneapolis, Minn., one 
the largest United States grain merchants, the buying and selling 
grain Brazil began April 1949. This company, Cargill Agricolae 
Commercial South America, has constructed country-type elevators 
with total capacity 150,000 bushels southern Brazil which 
the principal corn and grain producing area. The company also 
promoting modern bulk warehousing, storage, and rail shipment 
grain Brazil. 

zacao Agricola, A., company which offers mechanized services 
contract basis Brazilian farmers. Six units, operating tractors, 
work out completely equipped bases clear land, plow, plant, 
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cultivate and harvest variety crops. addition these units 
offer training program the operation and maintenance farm 
company which imports and distributes insecticides, machinery and 
other agriculture equipment. 

Venezuela the principal agriculture activity this organization 
develop local fresh milk supplies. Operations began 1949 
and reported that dairy herds some areas have more than 
doubled since these activities were started. The milk plants also 
sponsor improved handling practices farms and have pioneered 
pasteurization other parts Venezuela. 


GOVERNMENT INCOME FROM PRODUCTION OTHER 


FEDERAL INCOME TAX TREATMENT UNITED STATES INTERESTS 
INCOME FROM WITHOUT THE UNITED STATES 


CORPORATIONS 


Internal Revenue Code 1954 provides 
certain credits tax advantages for United States corporations doing 
business United States possessions foreign countries. some 
instances the credits are allowed avert double taxation; other 
special treatment permitted encourage United States trade and 
investment abroad, particularly this hemisphere. 

The following outline Federal income tax treatment ac- 
corded income domestic corporations from without the United 
States. The section references are the Internal Revenue Code 
1954, Public Law 591, 83d Congress, approved August 16, 1954. 

Foreign tax credit (secs. domestic corporation may 
elect take credit against its total income tax for any income, war 
profits excess profits taxes paid accrued during the taxable year 
any foreign country any possession the United 
The term “income, war profits, and excess profits includes 
taxes paid lieu thereof, such taxes based upon gross sales units 
production. The credit not allowed against the following United 
States taxes; the tax accumulated earnings, the additional tax 
war loss recoveries the personal holding company tax. The 
amount credit for foreign taxes limited the proportion 
United States tax applicable that particular foreign income. 

credit also permitted domestic corporation for the propor- 
tionate part foreign taxes paid income foreign corporation 
which results dividends the domestic corporation. least 
percent the voting stock the foreign corporation must held. 
further proportionate credit allowed such foreign corporation 
owns percent more the voting stock another foreign cor- 
poration and receives dividends therefrom, and such dividend becomes 
part the dividend paid the domestic corporation. 

example the latter situation would be: The corporation, 
domestic corporation, receives $100,000 dividends from corpora- 
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tion, foreign corporation which corporation holds more than 
the requisite percent the voting stock. corporation turn 
holds all the stock corporation, another foreign corporation. 
The accumulated profits corporation amount $400,000 (includ- 
ing $50,000 dividend from corporation). The foreign income 
taxes paid corporation with respect such accumulated profits 
amount $120,000. corporation has accumulated profits 
$300,000 with respect which foreign taxes $90,000 have been 
paid. 

Under these circumstances there would added the $120,000 
tax with respect the accumulated profits corporation: 


$50,000 


300,000 
representing the foreign income tax paid upon that portion the 
accumulated profits corporation used the payment the 
$50,000 dividend corporation. The total tax paid deemed 
have been paid corporation with respect its $400,000 accum- 
ulated profits $120,000 plus $15,000, $135,000. 

The amount tax deemed have been paid the domestic 
corporation with respect the $100,000 dividend received from 
corporation would them be: 

400,000 $33,750 
which may claimed foreign tax credit. 

Western Hemisphere Trade Corporation (secs. 
Western Hemisphere trade corporation domestic corporation all 
whose business (other than incidental purchases) done any coun- 
try countries North, Central, South America, the West 
Indies, and which satisfies the following conditions: 

(1) percent more the gross income for the 3-year 
period immediately preceding the close the taxable year (or 
for the part such period the corporation was existence) was 
derived from sources without the United States; and 

(2) percent more its gross income for such period 
was derived from the active conduct trade business. 

deduction computing taxable income allowed Western Hemis- 
phere trade corporations follows: 

(A) First determine the taxable income the corporation. 

(B) Multiply the amount determined (A) the fraction— 

(a) the numerator which percent, and 

(b) the denominator which that percentage which 
equals the sum the normal tax rate and the surtax rate for 
the taxable year. 

The effect this computation allow deduction which results 
14-percent reduction tax rate. understood that Western 
Hemisphere trade corporations are being rather widely used for 
United States trade and investment Canada, Central, and South 
America. 

Income from sources within possessions the United States (sec. 
corporations engaged the active conduct 
trade business within possession the United States are exempt 
from tax income from sources outside the United States, for the 


$15,000 
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period ending with the close the taxable year (or the appli- 
cable part that period), 
(a) least percent gross income from that trade 
business, and 
(b) least percent gross income from any source 
within the possession. 

The Virgin Islands the United States are expressly excluded 
statute from the United 

The credit for taxes paid foreign countries and possessions, dis- 
cussed section above, not allowed corporations receiving 
the benefit this section the code. 

China Trade corporations (sees. 
organized under the China Trade Act, 1922 (15 C., ch. see. 
141 seq.), are allowed special deduction derived from proration 
taxable income from sources within Formosa and Hong Kong, such 
deduction being limited the amount the special dividend which 
must certified the Secretary Commerce the Secretary 
the Treasury. 

China Trade Act corporation benefits are believed have 
inconsequential effect the agricultural situation under study. 

Dividends received from certain foreign corporations (sec. 245).— 
Foreign corporation dividends (other than from foreign personal 
holding company) received domestic corporation are subject 
deduction if: 

(A) the foreign corporation subject United States income 
tax; and 

(B) has derived percent more its gross income 
from sources within the United States for uninterrupted 
period not less than months, ending with the close such 
foreign corporations’ taxable year which such dividends are 
paid (or, the corporation has not been existence for 
months the close such taxable year, for the period the foreign 
corporation has been existence the close such taxable 
year). 

The dividend received credit percent but limited the 
percentage which the gross income such foreign corporation from 
sources within the United States bears its gross income from all 
sources. 

treaties (sec. 894).—The code section 894 provides: 

Income any kind, the extent required any treaty obligation the 
United States, shall not included gross income and shall exempt under 
this subtitle. 

The development United States business abroad and the in- 
creasing business done the United States aliens throughout the 
years have created complex tax problems. solve these problems 
equitably for taxpayers and protect United States revenues 
number tax treaties have been concluded, are negotiation. 

Basically, these treaties are designed eliminate international 
double taxation and assist mutual tax enforcement. essential 
such treaties therefore the establishment bases for determining 
sources income. 
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Tax treaties have been concluded with the following countries: 


Australia Germany Norway 
Belgium Greece Sweden 
Canada Iceland Switzerland 
Denmark Japan Union South Africa 
Finland Netherlands United Kingdom 
France New Zealand 

Negotiations are underway with: 
Austria Israel Mexico 
Colombia Italy (awaiting ex- Philippines 
Cuba change ratifica- 
Honduras tions) 


idea being explored consider future treaty discussions 
item principle involved that when foreign 
country offers the inducement waiving taxes for initial limited 
period years encourage new industry enter the country, the 
treaty could provide that the taxpayer allowed credit for the 
taxes which would have been paid but for the tax sparing. The pur- 
pose would encourage the investment United States capital 
enterprises friendly nations. 

Foreign corporations not subject United States 
corporations owned United States interests and not subject 
United States taxes are naturally not covered the Internal Revenue 
Code, but may important vehicle for employment United 
States capital abroad. Such corporations can utilized accumu- 
late earnings, with such earnings being ultimately liquidated and 
brought under United States taxation only gains subject the 
limitation taxation capital gains. 

Such corporations would fall essentially into two categories: 

(1) Those incorporated the country which operations are 
conducted. 

(2) Those incorporated countries which operations are not 
conducted but which have laws favorable corporations. 
Panama, for instance, imposes income tax except business 
conducted Panama. Panama, Bermuda, Bahama, and Li- 
beria corporations have been frequently used. 

Such foreign corporations are not under United States authority 
and information the extent their utilization not now availa- 
ble. Even though such foreign corporations are subsidiaries domes- 
tic corporations, United States taxation avoided unless dividends 
are paid the parent companies. 


INDIVIDUALS 


tax benefits individuals from residence 
abroad, from income from United States possessions foreign 
countries, are important encouraging United States citizens 
accept employment invest abroad. The following sections 
outline these benefits: 

10. Foreign tax credit (secs. 901, foreign tax credit 
described under section above corporations also applicable 
individuals. All features enumerated therein apply except for the 
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credit allowed domestic corporation for proportionate part taxes 
paid foreign corporation. 

11. Harned income from sources without the United States (sec. 911).— 
individual citizen the United States, who has been bona fide 
resident foreign country countries for uninterrupted period 
which includes entire taxable year, exempt from tax amounts 
received from sources without the United States (except amounts paid 
the United States any agency thereof) such amounts constitute 
earned income attributable such period. The individual not 
entitled any deductions related such exempt income, but 
allowed personal exemptions. 

Exactly the same treatment accorded individual citizens who are 
present foreign country countries least 510 full days during 
any period consecutive months. Under this provision, the 
18-month period includes the entire taxable year the amount excluded 
shall not exceed $20,000. the 18-month period does not include 
the entire taxable year the amount excluded from tax the ratable 
portion. 

under these provisions means amounts received 
compensation for personal services actually rendered, but does not 
include any payment which represents distribution earnings 
profits. the taxpayer engaged trade business which 
both personal services and capital are material income-producing 
factors, reasonable allowance, not exceed percent his share 
the net profits, considered earned income. 

12. Income from sources within possessions the United States 
(secs. 931 and provisions relating income from within 
United States possessions described under section corporations 
are also applicable individual taxpayers. 

addition, section 933 the code contains special provision for 
individuals income from sources within Puerto Rico. This section 
provides that the case individual who bona fide resident 
Puerto Rico during the entire taxable year income derived from 
sources within Puerto Rico (except amounts received for services 
performed employee the United States any agency thereof) 
shall not included gross income. deductions assignable 
such excluded income (other than personal exemptions) are allowed. 
Also, individual citizen the United States has been bona fide 
resident Puerto Rico for least years before the date which 
changes his residence therefrom, income derived from sources 
therein (except amounts received for services performed employee 
the United States any agency thereof) which attributable 
the Puerto Rican residence excluded. Deductions relating thereto 
(except personal exemptions) are not allowable. 

13. treaties (sec. 894).—The tax treaties mentioned section 
under also cover individual taxpayers. 

14. Partnerships (secs. and sec. 1361).—Since partnership 
returns are informational only and the distribution partners 
taxable individual returns, the preceding sections dealing with 
individuals cover the tax benefits arising from partnership operations 
possessions and foreign countries. 

Section 1361 the code, added 1954, provides that partnerships 
certain may elect taxed domestic cor- 
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porations. This provision not considered significant the present 
study. 

relevant changes the United States tax laws have been noted 
since the interim report was submitted. 


DEPARTMENT AGRICULTURE AND NATIONAL 
THROUGH REPRESENTATION ADVISORY 
COMMITTEES AND SIMILAR GROUPS 


The interim report dated June 22, 1955, contained list officials 
companies either believed known engaged agricultural 
activities foreign countries who were serving various USDA 
committees. 

(List from interim report:) 


Advisory Committee Foreign Trade and Technical Assistance: 
Schilthuis, Continental Grain Co., alternate 
Fleming, Jr., Anderson, Clayton Co., alternate 
Cotton Export Advisory Committee: Lamar Fleming, Jr., chairman, 
board directors, Anderson, Clayton Co. 
Cotton Price Support Advisory Committee: Crawford, Weil 
Bros. 
Grain Export Advisory Committee: 
Andre Hinschler, Bunge Corp. 
Harold Sanford, Continental Grain Co. 
Schilthuis, Continental Grain Co. 
Wheat Advisory Committee: Sanford, vice president, Conti- 
nental Grain Co. 
Corn Advisory Committee: 
William Brady, Corn Products Refining Co. 
Robert Woodworth, vice president, Cargill, Inc. 
Dairy Export Advisory Committee: 
George McCoy, Bordon Food Products Co. 
Sigmund, Kraft Foods, Inc. 
Leslie Lindell, General Milk Co. 
Dairy industry task committee: 
Arthur Sigmund, Kraft Foods, Inc. 
Dent, Bordon Food Products Co. 
CCC storage committee: Loren Johnson, Continental Grain Co. 
National Agriculture Advisory Commission: Jesse Tapp, Bank 
America 


connection with the cotton export advisory committee listed 
above should noted that temporary committee the same 
name was appointed the Secretary Agriculture February 13, 
1953, and was comprised the following individuals: 

Brooks, general manager, Georgia Cotton Producers 
Association, Atlanta, Ga. 
Sayre, president, Delta Pine Land Co., Scott, Miss. 
Everett Cook, Cook Co., Memphis, Tenn. 
Lamar Fleming, Jr., president, Anderson, Clayton Co., Hous- 
ton, Tex. 
name included the Mexican press has reported that the Bank America has issued credit 
$10 million for financing cottongrowers Mexico. Several other banks have representatives com- 
mittees but has not yet been determined whether they finance foreign production. 
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William vice president, Guaranty Trust Co., 

New York, 

Charles Cannon, president, Cannon Mills, Kannapolis, 
Walter Randolph, president, Alabama Farm Bureau Federa- 
tion, Montgomery, Ala. 

The committee staff has been informed that held several meetings 
during the calendar year 1953, submitted report the Secretary 
Agriculture (photostatic copy which attached exhibit 6)? 
and that the Secretary considered dissolved. 

The latest information received from USDA that the same indi- 
viduals are currently serving, with the following exceptions: Mr. 
Roger Dixon, president, Dixon Bro. and Mr. Ray Provost 
Producers Cotton Oil Co. have been added the cotton export 
advisory committee, and Mr. Schilthuis the Continental 
Grain Co. longer serving the grain export advisory committee. 

Information has been received that the wheat advisory committee, 
the corn advisory committee and the CCC storage committee have 
been abolished. 

the interim report the members the present cotton export 
advisory committee were listed. 

(List from interim report:) 

The present cotton export advisory committee was appointed 

the Secretary Agriculture May 24, 1955, serve for the coming 
year, and comprised the following individuals: 


Walter Randolph, vice president, American Farm Bureau 
Montgomery, Ala. 

Alan Patteson, producer, Jonesboro, Ark. 

Hubbard, president, Hubbard Co., Cotton Exchange 
Building. Dallas, Tex. 

Allison Pell, president, Pell Cotton Co., Charlotte, 

Lamar Fleming, Jr., chairman, board directors, Anderson, Clayton 
Co., Houston, Tex. 

Creekmore, president, Creekmore Co., Cotton Exchange 
Building, New Orleans, La. 

West, president, West Co., Memphis, Tenn. 

Brooks, general manager, the Cotton Producers Association, 
Atlanta, Ga. 


Since that date the composition the committee has been changed 
and now comprised the following individuals: 


Walter Randolph, vice president, American Farm Bureau Federa- 
tion, Montgomery, Ala. 

Alan Patteson, producer, Jonesboro, Ark. 

Allison Pell, president, Pell Cotton Co., Charlotte, 

Lamar Fleming, Jr., chairman, board directors, Anderson, 
Clayton Co., Houston, Tex. 

Creekmore, president, Creekmore Co., New Orleans, La. 

West, president, West Co., Memphis, Tenn. 

Brooks, general manager, Cotton Producers Association, 
Atlanta, Ga. 

Herman Kohlmeyer, Kohlmeyer Co., New Orleans, La. 

Roger Dixon, president, Dixon Bro., Dallas, Tex. 

Ray Provost, Producers Cotton Oil Co., Fresno, Calif. 


Attached end this final report exhibit 
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this membership has been ascertained that the following 
members, either individuals through their companies, are 
engaged agricultural activities foreign countries: Messrs. 
Lamar Fleming, Jr., Roger Dixon, and Ray Frovost. Staff 
members were also informed that Mr. Herman Kohlmeyer is. 
considering investment cotton production Guatemala. 

The above-mentioned committee held meetings May 27, June 
July 13, and August 31, 1955. The staff was informed official 
the Department that verbatim record was kept the remarks 
made the committee members attending these meetings, but that 
representative the Department had prepared summary, 
résumé, what occurred each meeting. These summaries 
reviewed the staff members and appeared that the committee 
was encountering extreme difficulty obtaining unanimity opinion 
its members any recommendation significance. However, 
the meeting July majority the members the 
presented paper which generally expressed its views. This paper 
quoted below: 


SUGGESTED PROGRAM FOR COTTON DISPOSAL 


That 2170 adopted. 

agenda item reduce CCC monthly carrying charges effective August 1955, 
points.) 

Sell cotton for export competitive-bid basis but not less than the current 
support prices. would necessary register the sales and present proof 
export. Transferability rights should included. 

Announce that the United States will continue study the overall cotton 
situation, and that determines that any specific action further reduce the 
export price necessary, the CCC private contract will protect the buyer 
retroactively for days from date shipment. This not effective prior 
August 1955, nor later than August 1956. 

Coupled with this: for any reason the Department does not approve 
the 90-day retroactive guaranty, then sales will made competitive-bid 
basis. 

export price under support price, domestic mills protected 
section negotiated quotas. 

order obtain our share the export market, which presently deem 
million bales, the CCC intends effect net liquidation this year 
approximately the difference between million bales and the size the crop. 

(a). “Emphasis placed staple lengths inch and 

Continue sell cotton for unrestricted use the minimum provided under 
section 407 the Agricultural Act 1949, amended. 


The staff found indication that any individuals connected with 
companies having agricultural activities foreign countries are 
serving any capacity the American Farm Bureau Federation 
other national farm organizations. 

The Annual Report Activities the National Cotton Council 
America, dated January 1955, shows that Mr. Lamar Fleming, 
Jr., chairman the board directors, Anderson Clayton Co., 
advisor the board directors. Mr. Fleming also member 
the budget committee, foreign trade committee and operating policy 
committee. Mr. Adolph Hohenberg, president Hohenberg 
Bros. Co. chairman the foreign trade committee and 
the public relations committee. Mr. Felder, president 
Felder Co. member the foreign trade committee. 
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TION ForEIGN COUNTRIES 


FOREIGN OPERATIONS ADMINISTRATION AND PREDECESSOR AGENCIES 


United States programs economic and technical aid were 
important influence the early postwar recovery agriculture 
Europe and have been important factor accelerating the intro- 
duction additional capital and improved technology “agriculture 
throughout the free world, especially Greece, Turkey, Iran, Paki- 
stan, and India. 

Imports feedstuffs under the early Marshall plan helped the 
Netherlands, Norway, the United Kingdom, Belgium, West Germany, 
Denmark, and several other countries rehabilitate their dairy and 
other livestock industries. 

Funds obligated for imports agricultural machinery, agricultural 
tractors, fertilizer, seeds for planting and pesticides under United 
States economic aid programs totaled $144,704,000 the first 15- 
month period the program ended June 30, 1949. Total 
aid funds obligated for the purposes shown above from the beginning 
the program March 31, 1955, were $476,819,000. Fertilizer 
and agricultural machinery including tractors alone account for 
$451,773,000 about percent the total. 

FOA obligations for agricultural machinery for France total approx- 
imately $89 million, for Turkey $48 and for the United 
Kingdom $31 million. 

countries, where agriculture relatively important, obliga- 
tions economic and technical aid funds from the beginning the 
programs 1948 March 31, 1955, for the promotion “of agriculture 
totaled almost billion. Economic and technical aid funds obli- 
gated these countries for all purposes during this period totaled 
approximately $12 billion. 

the early years these programs technicians and equipment 
were sent some countries assist the production and marketing 
these crops. For example, FOA funds have been used finance 
the purchase cotton-ginning machinery throughout the life the 
entire program. 


TURKEY 


Since the inception the United States assistance program for 
Turkey under the authority the Economic Cooperation Act 
1948, statistical records have been maintained commodity 
nonproject basis contrast the project basis records for the 
more recently authorized technical cooperation program. Therefore, 
although United States operations Turkey are carried out under 
the broad terms general agreements signed between the two 
countries, statistical information maintained type and cost 
the commodities furnished rather than specific project operations 
which have been mutually agreed upon under each the major 
activity fields (agriculture, health, etc.). 

Cumulative obligations since the beginning the program for 
Turkey aggregate slightly more than $368.8 million which approx- 
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imately $66.9 million have been directed toward activities designed 
promote agricultural production. These obligations may 
summarized follows: 


Millions 


Although food production received major emphasis the United 
States assistance program for Turkey, some evidence was noted 
assistance relating directly the production cotton. fiscal 
year 1953, cotton grading program adviser was furnished Turkey 
assist developing comprehensive program designed improve 
the production and ginning uniform high-quality cotton and 
train Turkish technicians cotton classification. result the 
recommendation this adviser, cotton classification specialist 
and saw gin specialist were obtained under 2-year contract signed 
fiscal year 1953 conduct demonstration and training programs 
Turkey. One modern saw gin was obtained under the commodity 
program for this purpose. Four cotton classification trainees and 
two trainees the operation and repair cotton processing equip- 
ment were trained the United States 1954 conjunction with 
this operation. The specialty field the remaining technicians and 
trainees for the program Turkey relate primarily the production 
small grains (wheat, barley, rye). 

The commodity program for Turkey has been primarily directed 
toward the furnishing land preparation, cultivation, and harvesting 
machinery, plus some pesticides, and fertilizer. Approximately $17.1 
million the local counterpart funds created the sale com- 
modities furnished under the FOA and predecessor agencies have 
been directed toward land reclamation and irrigation, research and 
extension services, and farm credit activities Turkey. 


Summary commodity obligations, Apr. 1948, through Mar. 31, 1955 


TURKEY 


Amount 


Types commodities: (in thousands) 


Agricultural machinery, except $40, 356. 


Summary agricultural trainees sent United States from Turkey, field 
study, 1950- 


years 
1951 1952 1954 1955 


Livestock development 

Seed improvement 

Dairy processing 

Livestock disease 

Agricultural education 

Livestock feeding 

Home economics 

Agronomy 

Veterinary 

Forestry management 

Poultry production 

Agricultural supply 

Brucellosis control 

Cotton-grading classification 

Meatpacking 

Cotton-processing equipment 

Land tenure 

Farm management 

Farm machinization 

Entomology 

Horticultural training 

Agricultural engineering 

Plant protection 

Plant breeding 

Range management 

Agricultural information 

Insect and disease control 

Goat breeding and management 

Pasture and forage 

Animal feeding 

Farm organization 

Hybrid corn 

Farm production 

Plant quarantine 

Seed testing 

Fruit and vegetable canning 

Agricultural extension 


t 


to 


on 


Summary agricultural technicians furnished Turkey the United States field 
specialty and fiseal year 


Fiscal year 
Field specialty 


1950 1951 1953 1955 


Irrigation survey 

Flood survey 

Soil and water conservation 

Crops, grass and forage 

Livestock and poultry 

Grain storage 

Resettlement adviser 

Cotton grading and classification 
Reclamation 
Fish specialists 
Well drilling 


10 1 4 15 
10 1 11 
2 l 3 
5 3 3 Q 4 24 
4 1 5 
2 2 
| 2 11 10 2 25 
6 6 
10 = ‘ | 10 
12 } 29 3 44 
4 4 
2 oS = 6 5 13 
aed 5 5 
1 1 2 
4 ‘ 4 
1 1 
2 2 
19 
l 
l 
17 3 
3 
2 4 3 
1 
4 
3 4 
5 2 
2 16 4 
| 5 | 
9 
3 4 4 y 2 
2 2 3 2 3 
3 3 2 5 
2 1 
9 9 9 
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IRAN 


The following tables supplement information regarding Iran given 
the interim report. 


Summary agricultural technicians furnished Iran the United States field 
specialty and fiscal year 


Fiscal year 
Field specialty 


Cotton 
Agricultural engineers 
Horticulture advisers 
Irrigation engineers 
Veterinary adviser 


Summary agricultural trainees sent United States from Iran field study and 
fiscal year 


Fiscal year 
1952 1953 1954 1955 


Livestock production and improvement 
Agronomy 
Production and marketing 
Extension and community 
Plant breeding and improv 
Agricultural engineering 
Poultry science 
” 
1 


1952 1953 1954 1955 
| 1 | 
| 1 | 1 2 
3 ‘ 
5 
3 
3 
2 
1 
B 
4 
1 
1 
1 
1 
1 
1 
3 
2 
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INTERIM REPORT IRAN 


Thus far detailed data are available only for Iran. (See table 2.) 
March 31, 1955, approximately $201.2 million United States 
foreign-assistance funds have been obligated for the Iranian program, 
which amount $47.3 million has been incurred for agricultural 
assistance, including those health and industrial activities bearing 
directly agricultural production. The breakdown these funds 
field activity and between projects and technical assistance 


follows: 
millions] 


Technicians 
Activity field Projects and 
trainees 


General technical assistance being provided Iran the field 
agriculture, health, and industry. Inasmuch cotton and wheat 
are grown throughout the country, all technical assistance rendered 
indirectly beneficial the production these two com- 
modities. 

March 31, 1955, approximately $3.4 million obligations 
have been recorded for projects related specifically cotton, wheat, 
and general agricultural production and the introduction new seed 
strains. The amount devoted specifically cotton and wheat not 
available. 

Most the health and many the industry projects Iran are 
also directly related the agricultural program. Malaria control 
and sanitation projects the rural areas primarily. account for the 
$12.4 million obligations for health activities. Approximately 
$6.2 million the $11.6 million obligations for industry, trans- 
portation, and community development programs have been scheduled 
for expansion the Tchitsazi cotton mill, cotton classing, introduction 
improved hand looms, and rural community development. This 
latter project includes group demonstrations better farming pro- 
cedures, introduction new plant strains, and rural health and 
education programs. 

the field specialty the United States agricultural 
technicians sent Iran has not yet been completed FOA. 
analysis the Iranian nationals trained the United States 
the field agriculture since inception the program 1951, dis- 
closes that received training cotton production and culture and 
received training cotton classing. The training these three 
participants occurred fiscal years 1953 and 1954. 

Detailed data assistance activities relating the promotion 
agriculture India, Pakistan, Turkey are now being prepared. 


Total 
Industry, transportation, and community 11.6 
39. 2 8.1 47.3 
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projects bearing agricultural production summary 
project obligations incurred from the beginning the program June 1950 


Mar. 31, 1955 


Agricultural projects: 
Locust control 
Karaj College (agricultural research) 


Golpayegan Dam (irrigation) 
Kuhrang Tunnel (irrigation) 
Karkbeh Dam construction (irrigation) 


Ghanat reconstruction (irrigation) 


River Basin survey (water runoff and erosion) 
Agricultural extension (improve extension service) 


Rural improvement (improved production cotton, cereals, and 


Land-use survey (land classification and soil analysis) 
Livestock improvement (breeding stock, veterinary training) 
Cotton improvement (research and improved seed) 


Plant science (plant strain improvement, including cotton and 


Farm machinery pool (demonstration and repair centers) 


Irrigation (shallow-furrow method demonstration) 


Razi Veterinary Institute (laboratory techniques and diagnosis) 


Cooperative specialist training (training cooperative service 


Deep wells, Yezd area (irrigation) 


Purchase CCC surplus commodities (to generate local cur- 


rency for agricultural 


All other 


Health projects: 


Health cooperative (public health) 
Public health (rural health improvement) 
Razi Veterinary Institute (laboratory equipment) 


Industry, transportation, and community development projects: 
Tchitsazi mills (cotton mills expansion) 
Sugar plants (construction and expansion) 


17, 750, 154 


Amount 


$272, 316 
689, 000 


037, 889 
136, 800 
66, 000 
535, 000 
157, 816 
230, 000 
043, 992 
33, 500 
434, 667 
592, 200 


359, 348 
146, 600 
613, 263 
176, 865 
226, 465 


40, 032 
150, 000 


618, 430 
011 


937, 455 
175, 063 
096, 893 

15, 000 
655, 767 


880, 138 


295, 999 
566, 336 


Tehran slaughterhouse (meat processing) 635, 000 
Wool-scouring plant (processing) 242, 500 
Rural development (demonstration farming, credit, rural com- 

Hand looms (introduction improved looms) 148, 500 


PAKISTAN 


Assistance Pakistan commenced fiscal year 1951 with rela- 
tively modest $500,000 program. The program was substantially ex- 
panded 1952 and subsequent years and March 31, 1955, cumu- 
lative obligations for the United States assistance program Pakistan 


totaled slightly more than $118.1 million. Approximately $49.7 
million this amount represented obligations for activities bearing 
directly the production and marketing agricultural produets. 
These obligations are summarized below: 


Obligations 


{In millions] 


Technicians 
Activity Projects and train- Total 
ees 


Industry, ition, and community develop- 


Major assistance effort Pakistan has been directed toward in- 
creasing the yields from available arable lands. Over $30 million 
project have been for the purpose acquiring and pro- 
fertilizer and developing irrigation systems. Recent estimates 
indicate that over million acres land devoted the production 
wheat, rice, and cotton will placed under irrigation upon comple- 
tion the current irrigation projects. Fertilizer has not been ex- 
tensively used the production cotton. However, demonstrations 
the use insecticides about 5,000 acres cotton resulted 
substantial yield increase. 

Evidence direct assistance cotton production and marketing 
was noted the agricultural extension, and village agricul- 
tural projects. Approximately $78,000 equipment for cotton 
laboratory and over 150 planters equipped handle cotton, corn, 
beans, etc. were purchased under these projects. 

The number United States technicians duty Pakistan has 
risen from total 1952 total 1955 whereas the trend 
the training agriculture technicians from Pakistan has been the 
reverse—48 were trained 1951 and only trained date 1955. 
Three cotton technicians cotton breeder, cotton extension special- 
ist, and cotton fiber consultant) have been furnished Pakistan since 
1952; the cotton breeder and extension specialist were still duty 
March 31, 1955. addition, cotton saw gin specialists were 
furnished contract basis 1954 for the purpose erecting and 
demonstrating the operation modern saw gins purchased the 
Pakistan Government. Pakistan nationals whose training the 
United States was directly concerned with cotton production and 
marketing total 13; this number received training 1953 and 
received training 1954. 

Commodity assistance devoted agricultural production Paki- 
stan has consisted primarily providing commercial fertilizer. Ap- 
proximately $2.1 local counterpart funds created the sale 
commodities have been allocated for land reclamation, research, 
and other agricultural programs Pakistan. 


a] 
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$34. 9 

» 12.9 
| 49.7 

5. 6 
42.6 


Major projects bearing agricultural production Pakistan—summary 


Fertilizer acquisition and distribution (general 600, 000 


Industry, transportation, and community development: 


Baluchistan States Union (general improvement agriculture) 


Summary agricultural technicians furnished Pakistan the United States, 


Chief mission 
Farm management 
Extension advisors and engineers 
Cotton breeders 
Cotton extension specialist 
Cotton fiber consultant 
Vocational agricultural specialists 
Forestry and lumber specialists 
Home demonstration 
Wheat loan coordinator 
Agricultural production coordinator 
Rural cooperative specialist 
Food production advisor 
Soil conservationist 
Range development and management 
Farm credit advisor 


Marketing specialist 
Fisheries advisor 
Agronomist 
Plant pathologist 
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obligations incurred from beginning program 


Agriculture: Amount 
Grain storage silos, 10,000 tons $1, 485, 000 
Research and extension (general 920, 000 
Land and water resources 10, 249, 500 
Crop and livestock development (insect and disease control) 550, 000 
Village agriculture (extension 150, 000 


Makhi Dhand reclamation (reclamation and 500, 000 
Groundwater exploration (12 tube 150, 000 
Soil mechanics (research 100, 000 
Balan Dam (reclamation and 75, 000 


Medical laboratory (public 500, 000 
East Bengal Hospital (public 150, 000 
Control diseases (public 213, 000 


10, 818, 690 
Highways and roads (for movement 304, 155 
Village agriculture and industry (extension service) 437, 500 


300, 000 


42, 621, 235 


field specialty and fiscal year 


Fiscal year 


Field speciality 


1952 1953 1954 1955 


Health: 
~-------]--------] 3 
2 
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Summary agricultural trainees sent United States from Pakistan field study 
and fiscal year 


| 
Fiscal year— 
Field study 
1951 1952 1953 1954 1955 Total 


| 


INDIA 


Regular assistance India commenced fiscal year 1951 with 
$700,000 program. result substantial program increases 
1952 and subsequent however, cumulative obligations shown 
the records FOA aggregate slightly more than $260.9 million 
March 31, 1951. Approximately $174.5 million, percent 
this amount was devoted technical assistance activities which 
bear the production and marketing agricultural products. 
Cumulative obligations, activity, are summarized below: 


Obligations 


Activity Projects and trainees Total 


project activities were noted which were directly related 
cotton wheat production India. However, such general projects 
railway rehabilitation (agricultural products, coal and ores con- 
stitute about percent the freight tonnage moved India), the 
importation farm implement steel and fertilizer, malaria control 
rural areas, and rural community development would affect cotton 


= 
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and wheat production the extent that the production these 


two crops related the general farming pattern India. 
substantial portion the $12 million obligations for rural com- 
munity development relates the procurement agricultural tractors 
and related implements. 
information available relative the types crops which 
the imported fertilizer has been used the number acres 
affected the irrigation projects. However, contemplated 
that the Rihand Valley development project will supply irrigation 
for about million acres. 
There record United States technicians Indian nationals 
who have been furnished by, trained in, the United States fields 
specifically relating cotton wheat production. 
Major projects bearing agricultural production India, summary project 
obligations received from the beginning the program June 1950 Mar. 
31, 1955 
Agricultural projects: Amount 
Fertilizer acquisition and disposition $20, 881, 927 
Farm-implement steel (importation for 20, 155, 337 
Soil fertility (soil and fertilizer 329, 850 
Ground-water irrigation (construction 2,000 tube 19, 530, 000 
Village worker training (improved agricultural techniques) 960, 000 
River valley development (dams for irrigation and hydroelec- 
Rihand Valley dev elopment (irrigation for million 000, 000 
Agricultural machinery training (demonstration and training 
Agricultural research and education (assistance agricultural 
Storage food grains grain silos, 10,000 tons 539, 000 
Agricultural production information and 200, 000 
Damodar Valley Corp. ration, soil erosion, flood control) 632, 000 


Health projects: 

Environmental sanitation (water supply and sanitation) 900, 000 


Transportation and community development: 
Railway rehabilitation (agricultural and mining products con- 


Community development (demonstration irrigation and 


Grand total 
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Summary agricultural technicians furnished India the United States field 
specialty and fiscal year 


Fiscal year 


Field specialty 


Summary agricultural trainees sent United States from India field 
study and fiscal year 


Fiscal year 
1953 1954 1955 Total 


LATIN AMERICA 


United States foreign aid Latin America for agricultural develop- 
ment has been part the technical-cooperation program, except for 
few projects Haiti which were financed with 
ance funds. Latin American countries programs are carried out 
through cooperative service agencies called servicios, which are jointly 
staffed and administered United States and host government tech- 
nicians. Servicio operations are jointly financed contributions 
from the two Governments. 
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The projects and aid funds obligated Latin America have not 
been large when compared those other parts the world. 
However, indications are that more emphasis and funds will pro- 
posed for the future. The total amount obligations for agricul- 
tural technical-aid projects Latin America from the beginning 
the program through fiscal year 1954 $24,502,000. The estimated 
obligations for fiscal year 1955 are $14,384,000 and for fiscal year 
1956 $15,206,000 has been budgeted. 

The principal activity date Latin America promote agri- 
culture has been the furnishing United States agricultural tech- 
nicians and other technical assistance the servicios the individual 


countries. The specific field activity these technicians has not 
been determined. 


United States agricultural technicians duty June 1955 


Bolivia and Haiti are the only countries far receive commodity 
assistance. amounted $641,000 from April 1948, until 
March 31, 1955, which $551,000 was obligated for Bolivia. The 
commodities are designated crop and con- 
sist machinery, agricultural tractors, fertilizer, seeds 
for planting, and pesticides. 

addition the direct aid agriculture shown above, Foreign 
Operations Administration has advised that million obligated 
Guatemala for road construction and repairs, and the project 
now being expedited. These funds are part those needed for the 
building and improvement miles road which will service 
part the extensive farmlands western Guatemala, now largely 
inaccessible. The road connects Coatepeque, Retabuleu, and Popoya. 
branch road also planned the coastal town Champerico. 

has been reported that Guatemala improved roads and trans- 
portation may result the use large acreages land, suitable for 
cotton and other crops. 


TECHNICAL ASSISTANCE 


ACTIVITIES THE 
ORGANIZATION 


FOOD AND AGRICULTURE 


1954 the Food and Organization (FAO) had pro- 
grams technical assistance operation countries located 
all parts the world. The expanded program technical assistance 
the United Nations, FAO’s parent organization, began 1950. 
Annual expenditures.—The annual expenditures this expanded 
technical assistance program agriculture, including overhead ad- 
ministrative costs, from 1950 1954, inclusive, were follows: 


Types technical assistance program FAO covers 
wide range activities. Each year’s program based the 


requests for assistance from member countries. 1953 the funds 


were divided among the various activities listed below: 
Percent 
total ex- 
Line activity penditure 
Integrated rural development and adjustment projects 
Land and water utilization, conservation and development 
Crop improvement and protection 
Animal improvement and disease control 
Farm management and marketing 
Conservation and development forest lands and forest 
Fish production and management fisheries resources 
Nutrition, food management, and home economics 
Food and agricultural statistics 
Regional agricultural 


— 


United States United States contributes per- 
cent the funds for the regular program FAO. However, the 
United States contributes approximately percent the funds for 
the United Nations expanded program technical assistance. 
recent years the total funds for this expanded program have been 
the neighborhood $25 million. FAO has been allocated approxi- 
mately one-fourth the United Nations funds for the expanded 
technical assistance program. 

FAO technical assistance cotton production.—Annual reports the 
expanded technical assistance program FAO show that cotton 
specialist was sent Afghanistan 1951. the words the report: 

The program work for the current year consisted trying out and demon- 
strating improved cultural methods increase the yield cotton, testing cotton 
varieties, and testing the effect yield various fertilizing elements, particularly 
cottonseed cake, which relatively large amounts are available Kundus. 

The FAO expert started cotton classing and grading school Kundus for 
the cotton company’s buyers and cotton show was also held Kundus, 


which was opened formally the Governor General Khataghan Province and 
which was attended more than 1,000 farmers. 


1952 FAO entomologist worked control measures for the 
cotton leafworm, serious cotton pest, Egypt. 

During 1952 FAO cotton specialist assisted Ethiopia its 
cotton improvement program which included importation improved 
varieties, testing pilot plantings new varieties, and the demonstra- 
tions improved cultural practices. 

1951 FAO cotton specialist advised the Government Syria 
problems production, marketing, and classification. 1952 
FAO furnished Syria with entomologist and plant protection 
specialist who assisted the Government developing large-scale 
insect and disease-control program, largely for the control cotton 
pests and diseases. 

1952 FAO cotton expert outlined program for expanded 
cotton production Yugoslavia including experimental farms and 
demonstration plots. FAO supplied equipment, machinery, and seed 
total value $7,000 for cotton experiment station Skoplie, 
Yugoslavia. 

The 1953-54 report the activities FAO under the expanded 
technical assistance program states, cotton specialist who ad- 
vised the (Ethiopian) Government the extension the cotton 
production during resumed his assignment 1954.”’ 
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The report also included the following information 
Yugoslavia: 


Progress has been made the development cotton cultivation, with the 
cooperation FAO cotton specialist. Two new cotton testing stations have 


been opened southern Servia and number field officers are now carrying 
out extension work among the growers. 


With respect Ecuador the report states: 


cotton production specialist will assist the introduction improved vari- 
eties, methods cultivation, and pest control. 
With respect Iran the report states: 


cotton production expert has continued advise choice varieties and 
carrying out trials Varamin and elsewhere. Breeding work improved 
varieties being continued, the aim being provide increased supplies better 
quality for the development the textile industry. 


The report its review activities Iraq states: 


further extension plant protection work carried out 1952, ento- 
mologist will return assist experiments the use insecticides for the con- 
trol cotton pests. 

The review activities Syria contains the following statement: 

Further control cotton pests which have caused losses exceeding percent 
recent years receiving continued assistance from entomologist. The 
expert began his assignment 1952 and has carried out number large-scale 
field experiments. 

FAO assistance with irrigation and land development.—F activities 

the field land and water utilization, conservation, and develop- 
ment are more extensive than any other field. have supplied 
experts assist the development irrigation and land development 
plans the Gold Coast, Tanganyika, India, Indonesia, Pakistan, 
Thailand, Yugoslavia, Brazil, Chile, Colombia, Jamaica, Iran, Iraq, 
Israel, Jordan, Saudi Arabia, Syria, and perhaps few other 
countries. 
FAO assistance increased rice production.—The International 
Rice Commission, which are represented member countries 
FAO, was founded under the auspices FAO 1949 consider 
world rice problems. has working party rice breeding made 
all the leading breeders Asia and carries project for rice 
hybridization and related rice breeding work. 

FAO experts have assisted rice producers number countries 


where increased rice production has been needed fill domestic food 
needs. 


AGRICULTURAL AND NONAGRICULTURAL, MARKETS 


EXPORT: INCENTIVES UTILIZED OTHER COUNTRIES FOR NONAGRI- 
CULTURAL PRODUCTS 


The most general export incentive employed other countries 
the provision favorable credits for foreign buyers and credit insur- 
ance for the exporters capital goods. Most countries including the 
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United States have government loan and insurance programs which 
supplement their private commercial activities this field. 

The enabling statute Canada typifies the purpose credit 
insurance these words: facilitate and develop trade between 
Canada and other countries insuring against loss caused in- 
solvency delays collection and transfer difficulties.” 

taxes.—Most industrialized countries have substantial 
manufacturers excise taxes, sales turnover taxes which increase the 
cost the manufactured product the purchaser. Usually 
these taxes are not applied exports. 

the United Kingdom, for example, the domestic purchase tax 
percent the sale price autos. Jaguar VII the tax 
Austin-Healy the tax $375. Automobile purchase taxes this 
level were established part anti-inflationary measure dis- 
courage domestic purchase. These taxes are not applied export 
sales, hence purchaser British Jaguar Austin-Healy car 
nearby country such Sweden, where the additional transportation 
charges are less than the domestic purchase taxes, may able buy 
British cars lower price than the residents the United Kingdom. 

Rebate import duties paid raw materials.—In addition re- 
mission excise, sales, and turnover taxes manufactured products 
exported, most countries, including the United States, rebate all 
large part the import duties paid imported raw materials used 
the manufacture products exported. 

Retention foreign substantial number countries 
which have foreign exchange controls stimulate the export selected 
products allowing the exporters these products retain per- 
centage their foreign exchange earnings which may utilized for 
ofitable imports from hard currenc Denmark, @X- 
porters most categories Danish the dollar area receive 
import rights assurances face value percent the dollar 
exchange earned them. These rights are transferrable and are 
customarily sold the exporter prospective importers for pre- 
mium, currently equal percent their face value. 

Japan permits exporter retain percentage (currently per- 
cent) the foreign exchange earns. Such funds retained the 
exporter may used for imports specified raw materials, travel, 
expenses overseas branches, and other specified purposes. About 
400 export items are subject the system. Pakistan has export 
incentive plan whereby exporters specified products are permitted 
use percentage their foreign exchange proceeds for the importa- 
tion certain commodities. 

Multiple exchange the important exporting countries 
industrial goods utilizes multiple exchange rates encourage 
exports. number the less important countries such Spain, 
Yugoslavia, Chile, Bolivia, Colombia, Brazil, Argentina, and 
Venezuela, however, utilize multiple exchange rates encourage the 
exports certain products. Where multiple exchange rates are 
employed the exchange rate allowed for particular product usually 
may changed any time administrative action maintain 
the ompetitive position desired world trade. 

Other export other export incentives for 
manufactured products specific countries are follows 
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Mexico where substantial part the tax revenue raised 
duties exports the valorem rates processed goods such 
cotton textiles and manufactured wool products are much lower than 
raw materials such and logs. 

New industries Mexico which qualify under the statute for the 
development new and necessary industries are entitled exemption 
from, reduction in, export duties for period from years. 

Chile has authorized the new investors new spinning mill, 
transferred from United States Chile, keep the exchange returns 
from their exports for period years. 

Japan has import-export link system encourage exports 
manufactured products. Manufacturers cotton, rayon, and woolen 
goods are granted allocations for extra imports raw materials 
the basis their exports finished products. Exporters industrial 
plants, vessels, and rolling stock which may unprofitable are 
allowed use foreign exchange for such profitable imports sugar, 
bananas, and pineapples. 

Germany, addition the usual tax remissions exports, grants 
special income tax deductions based exports made between January 
and December 31, 1955. 

Canada provides export subsidy per ton Alberta 
and British Columbia coal exported from Canadian seaports and 
net ton when sold for fuel ships’ stores oceangoing 

both India and Pakistan export taxes very low rate are 
levied certain products, the proceeds from which are earmarked 
for sales promotion and publicity the product which the tax 
collected. 


EXPORT INCENTIVES UTILIZED OTHER COUNTRIES FOR 
AGRICULTURAL PRODUCTS 


All agricultural attachés have been requested report the 
export incentives, any, for agricultural products employed the 
countries which they are stationed. Less than half these reports 
have been received date. For this reason the information this 
section incomplete this time. 

agricultural attaché Mexico reports that 
valorem export tax around percent levied the principal 
export products cotton, coffee, peanuts, fresh fruit and vegetables, 
cattle, cacao, etc. This export tax reduced eliminated from 
time time when export markets particular products are 
distress. 

the present time the export tax cotton 22.44 percent 
value set officially 6.80 pesos per kilo. This equivalent 5.54 
cents pound. 

The Government has price-support programs corn, wheat, and 
beans and provides subsidy reduce prices these products 
domestic consumers. They are not important export crops, however. 

The producers henequen and ixtle (two local fibers) have semi- 
Government monopolies which sell the fibers fixed prices the 
domestic market and the world market price for export. 

Most the exports bananas from Mexico come from the State 
Tabasco and are made through the Confederation Banana 
Growers Tobasco pooled operation. 
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agricultural attaché Brazil reports that system 
multiple exchange rates maintained that country. present 
this system provides four categories export bonuses above the 
official exchange rate 18.36 cruzerios per dollar. 

The effective exchange rates for United States dollars the present 
time are for exports category 31.50 cruzeiros per dollar; exports 
category 37.06 cruzeiros per dollar; exports category 43.06 
cruzeiros per dollar; exports category 50.06 cruzeiros per dollar. 

Since the cruzeiro the free market selling for approximately 
the dollar the Bank Brazil must control the foreign exchange 
very tightly enforce these rates. 

Early May cotton was shifted from category category 
increasing the exchange rate from 37.06 43.06 cruzeiros per dollar. 
This made possible percent drop the export price cotton 
compared with the earlier classification. 

There are exports category present. February 1955, 
coffee was moved from category category increasing the ex- 
change rate from Cr$31.50 Cr$37.06 the dollar. 

Imports into Brazil are limited the fact that importers must pay 
around Cr$85 per dollar for essential goods (official exchange plus 
auction premium) Cr$300 per dollar and above for luxury goods. 

When exports particular product lag Brazil usually endeavors 
stimulate them adjusting upward the effective exchange rate. 

India.—The agricultural attaché India reports India not using 
any subsidies exporters agricultural products multiple ex- 
change rates. 

India does, however, actively encourage the formation export 
promotion councils. sum equivalent $475,000 was allocated 
India the tea export promotion council 1954—55 for tea promotion 
the United States. 

Export promotion councils are planned for tobacco, pepper, and 
cashew nuts. Steps already have been taken promote tobacco 
exports. 

West Germany.—The agricultural attaché West Germany reports 
small ‘‘soft commodity” arrangement whereby fresh meat and milk 
sales the United States Army are made somewhat below do- 
mestic prices with the exporters losses paid the German importers 
honey, citrus fruit, juices, fatback, dired fruit, etc. This arrange- 
ment licensed and will discontinued 1955. 

Exports canned pork specialties the dollar area are promoted 
subsidy payments out funds earned the Government agency 
which imports feed grains. 

Tax exemptions, deductions and refunds which apply nonagricul- 
tural exports also apply agricultural exports. 

Exports mineral water are entitled reduction 5.4 percent 
freight rates within Western Germany. Exports beer are entitled 
freight rate reductions from percent depending distance 
hauled. other exports are granted freight rate reductions. 

Dominican agricultural officer the Dominican 
Republic reports that exports corn from that country are exempted 
from wharfage and bandling charges. 

Sugar and sugar products destined for use livestock feed are 
exempt from payment certain duties, taxes and surcharges. 
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Cuba.—The economic attaché Cuba reports that Cuba actively 
interested promoting its agricultural commodities, which are 
deemed surplus. Sugar and tobacco are the major products 
this category although corn and coffee have merited some Govern- 
ment attention. 

Cuba has set sugar stabilization institute and resorted Gov- 
ernment sale sugar extending long-term credits (mostly years) 
liquidated exports from the purchasing country 
lar deals have been made for tobacco. 

export bank has been created recently grant long-term credits 
connection with export sales agricultural 


LOAN BRAZIL FINANCE COTTON WITHHOLDINGS 


Brazil supported cotton prices her producers for the 1951 and 
1952 crops somewhat higher than world prices. The support level 
the more typical cotton, types and was apparently around 
cents pound. When world prices failed increase the 
domestic support level, cotton was withheld from the export market 
for considerable period. 

August 1952, cotton stocks Brazil were 1.4 million bales. 
year later they had reached 2.5 million bales. This contrast 
normal August stocks 1951 600,000 bales and 500,000 bales 
1950 

Largely because withholding her normal cotton exports Brazil’s 
dollar accounts became overdue late 1952 and the Export-Import 
Bank February 1953, authorized 81-month loan $300 mil- 
lion percent interest. The loan was made the Bank Brazil 
for the announced purpose liquidating past-due dollar accounts. 

December 31, 1954, $13,348,836 has been repaid. The loan 
being paid installments beginning September 30, 1954, and end- 
ing May 31, 1961. 

(Details the method used dispose the accumulated cotton 
stocks will included the final report. appears that late 
1953 Brazilian exporters began quoting prices slight discount 
under New York quotations and continued this price plan until the 
accumulated stocks were liquidated.) 


Finat Report Pornt 


Since the interim report was submitted June further information 
has been obtained regarding export incentives employed foreign 
countries. 

Examples the methods used various countries are shown 
below. 

addition export incentives, many countries have instituted 
trade barriers United States exports such import licenses, tariffs, 
barter agreements, bilateral trade agreements and limited dollar 
allocations. 

effect May 1955 exchange rate revisions cotton 
exports was follows: 

The Department State May 26, 1955, was wire 
our Embassy Brazil that Brazilian cotton, type 4/5, was sold 
pound delivered Barcelona April 20, 1955. 


After the effective exchange rate for cotton exporters had been 
changed from 37.06 43.06 cruzeirs per dollar May the same 
type Brazilian cotton was sold Spain May 36.8 cents 
pound. 

The above-mentioned wire also stated that leading exporter offered 
April 28, 36.5 cents pound May and price equal 34.5 
cents pound May 24, 1955. 

addition the decline the export price noted above there was 
simultaneous increase prices paid growers. Recent trade 
reports indicate that the price increases growers may due 
part the fact that the quality the new crop South Brazil was 
considerably below average, resulting larger premiums than normal 
being paid for the higher grades. Exporters claim cruzeiro prices 
growers now exceed equivalent export quotations. They forecast 
that when current stocks, which were accumulated lewer prices, 
are moved Brazilian exports will and further exchange 
rate revision will then forced. 

Brazilian exports cotton months and were 
follows: 


Brazilian exports cotton, months 1953-54 and 
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Bales Bales Bales Bales 


Not available. 


estimated that Brazil reduced its carryover cotton about 
375,000 bales last year, from 1,200,000 bales August 1954, 
approximately 825,000 bales August 1955. 

Colombia, Paraguay, and Union South gives 
exporters bonus about percent the price which tobacco 
sold for export. This dene through currency conversion regula- 
tions. Exports increased from 6.4 million pounds prewar years 
11.1 million pounds 1953. 

Paraguay maintains exchange subsidy for tobacco exports 
about 100 percent. Exports increased from 7.7 million pounds 
prewar years million pounds 1953. 

The Union South Africa has paid bounty tobacco exports 
since 1935. For the 1953-54 crop year the maximum bounty was 
limited percent the domestic selling price. Exports tobacco 
from South Africa increased from 0.3 million pounds the prewar 
years 4.4 million pounds 1953. 

France.—Subsidies are used France encourage exports 
several farm products. The Government guarantees the price 
wheat producers the basis formula which takes into account 
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cost production, prices paid for industrial products, and several 
other factors. 1954 the guaranteed price was $2.64 bushel. 
This has resulted higher level wheat production than needed 
for domestic consumption. 

Wheat exports are subsidized part with the proceeds 
tion” tax imposed wheat growers and part with treasury funds. 
March 1955 subsidy approximately $1.40 bushel was required 
make French wheat competitive world markets. 
with the assistance these large subsidies France moved into fourth 
place exporter wheat, displacing Australia. France also 
subsidized the use wheat for domestic livestock feed 

Exports both meats and dairy products are financed from 
rehabilitation funds created meat circulation tax. April 1955 
was reported that milk market rehabilitation fund $14 million 
would used develop all the exports possible all countries, 
including those the East. 

the same time was reported that some million would 
diverted from the wine tax provide funds for paying export 
subsidy $0.15 gallon good quality wines and $0.13 gallon 
fortified wines. Exports wine also benefit from tax refund 
$0.03 gallon. 

The French also have announced plans reduce the production 
alcohol from sugar beets diverting the beets sugar mills. The 
savings subsidies paid for alcohol production from sugar beets will 
used subsidize exports sugar. 

Potatoes, potato flour and starch may subsidized the extent 
$286,000 the result special Government appropriation for 
this purpose. 

Sweden.— Sweden has policy self-sufficiency food production 
which includes protection against excessive imports and provides for 
exporting surpluses when they occur. the last few years Sweden 
has had substantial quantities bread grains for export, some oilseeds 
and lesser quantities live stock products. 

1954 about million pounds butter were exported 
average price cents pound compared with domestic whole- 
sale price cents pound. The export loss has been covered 
contributions from various funds. part the funds came from 
equalization fee all sales domestic cream and cheese, and 
part from excise taxes imports cheese and feeds. These funds 
also are used subsidize exports cheese, dry whole milk, nonfat 
dry milk solids and condensed milk when supplies are excess 
domestic consumption levels. 

Egg exports also are subsidized when necessary maintain pro- 
ducer prices agreed levels. 

The Swedish Grain Trade Association has monopoly all wheat, 
rye, rape, and mustard seed exports. Funds for financing losses 
exports wheat and rye and certain products thereof are derived 
from fee bread grains paid the millers and direct Govern- 
ment subsidies when the export losses exceed the funds available from 
the millers fees. 

Losses exports oilseeds are covered deduction from the 
price paid producers. 

Australia.—Exports butter and cheese are subsidized the 
Australian Government. The Commonwealth Dairy Products Equal- 
ization Committee pools the sales butter and cheese home and 


abroad. Payments the factories are made average equaliza- 
tion rate the dairy equalization committee. 

order provide low prices consumers and guaranteed price 
the farmer, the Government each year sets guaranteed price 
butter and cheese. This guaranteed price determined the basis 
production costs efficient farms and limited the amounts 
used for domestic consumption plus percent. 

Exports excess percent domestic consumption have 
been subsidized payments from dairy stabilization fund which 
represents withheld profits exports earlier years. 

The total cost both the domestic and export subsidy domestic 
consumption butter and cheese plus percent expected ap- 
proximate $31.8 million the current year. Dairy subsidy expendi- 
tures the present time are limited $37.6 million annually. 

was reported that early 1955 losses nonguaranteed exports, 
e., those excess percent domestic consumption, amounted 
cents pound butter and cents pound cheese. part 
all these losses were offset payments from the dairy stabiliza- 
tion fund mentioned earlier. 

The Australian Government guarantees the price wheat 
growers each year the basis cost production. The guaranty 
limited the amount wheat used domestically plus 100 million 
bushels for export. recent years wheat exports have not exceeded 
this amount. 

The guaranteed price for 1954—55 $1.41 bushel. This some- 
what lower than the price which has been received for Australian 
wheat world markets recent months and hence export sub- 
sidy required. 

Franco-Egyptian trade agreement related Franco- 
Egyptian commercial and payments agreement June 1948, was 
renewed for another year, effective June 1955. exchange 
notes the occasion this renewal provides that Egyptian ex- 
porters cotton will given export subsidy premium 6.5 
percent for their sale France within the limit million Egyptian 
pounds. This was the amount the imbalance the payments- 
agreement account the time the renewal. 

This premium corresponds approximately the discount 
Egyptian pounds the sterling area. Cotton exporters selling cot- 
ton the sterling zone have been selling their sterling exchange 
the market for premium approximately percent. 

This new arrangement results roughly price cotton exported 
France under the bilateral agreement equivalent the price re- 
ceived for cotton sold the United Kingdom and other countries 
which settle their accounts sterling. However, since there 
more less chronic imbalance Franco-Egyptian trade similar 
the imbalance Franco-Turkish trade attempts bring about 
reduction the Egyptian clearing debt may result artificial 
encouragement France import raw cotton types competitive 
with United States cotton, similar that already given France 
Turkey. reported the discussion export incentives used 
Turkey. 

Egypt.—The Egyptian Government buys the entire cotton crop 
from the producers part its domestic price support program. 
resells the cotton private exporters levels above the purchase 
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price based the quotations the New York Cotton Exchange. 
The Egyptian Government imposes export tax between 
cents pound, depending the type cotton. 

Cotton exporters may sell percent their foreign exchange 
earnings the open market rather than exchanging them the 
official exchange rate. 

Egyptian importers pay substantial premiums for foreign exchange. 
For example, 23, 1955, the premiums were cents 
pound the cotton exported. 

Turkey.—Wheat and other major cereals are purchased directly 
from producers and handled for export exclusively the Toprak 
office, agency under the jurisdiction the Ministry Economy 
and Commerce Turkey. Information payments benefits, 
any, received indirectly exporters products which are not 
bought Government agency not complete. 

Agricultural sales cooperatives and cooperative export unions may 
reimbursed from public special funds from time time cover 
losses incurred export sales. some instances the deficit may 
the result export sales authorized made the Government 
prices lower than the prevailing domestic market prices the 
also reported that the French paid Turkish exporters prices higher 
than world prices for this cotton, indicating was transaction 
reduce Turkey’s deficit trade account. 

The Toprak office required purchase all major cereals offered 
producers prices fixed the Council Ministers. recent 
the domestic prices fixed have been higher than world prices. 
result, Toprak has sustained substantial losses which have been 
reimbursed the Treasury. 

The Control Board for Dairy Products the 
Netherlands controls imports and exports all milk products. The 
Minister Agriculture establishes guaranteed price the milk 
producers each year based production cost data. 

For the three basic dairy products—butter, cheese, and skim-milk 
powder—the price level supported taking temporary surpluses 
out the market. special fund accumulated each year from 
levies all milk delivered plants finance the storage, handling 
costs, and losses this operation. Any surplus stock not sold back 
domestic trade channels during the season low milk production 
disposed the export market. Surplus butter has been sold 
the United Kingdom and the R., cheese the 
and dried skim milk has been used for domestic livestock feeds. 

Foreign Agriculture Circular 6—55, July 13, 1955, reports 
United States share the condensed-milk market has all but dis- 
appeared. 1953 exports this commodity dropped from million 
million pounds; 1954 just under 1.5 million pounds con- 
densed milk were exported. The loss due primarily the replace- 
ment the Philippine Islands the United States product that 
Dutch 

Exports butter and condensed milk were subsidized during 1954 
the Control Board for Dairy Products. Sales butter the 
United Kingdom June 1955 were subsidized the payment 
approximately 2.4 cents pound from the special dairy fund. 

Producers luncheon meat receive subsidy approximately 
0.8 1.4 cents per pound for shipments the United Kingdom. 


Bacon experts the United Kingdom are subsidized through the 
Agricultural Equalization Fund. xports hams are indirectly 
subsidized the payments luncheon-meat exports the United 
Kingdom. Since the ham offal sold the luncheon-meat industry 
favorable prices, hams can sold lower than otherwise. 

African territories France, the United Kingdom, Belgium, and 
Portugal.—In all these territories the cotton market controlled 
public semipublic bodies. For example, the Lint Marketing 
and Coffee Industry Board Uganda has announced that cotton 
producers will paid the equivalent about cents pound for 
their cotton crop. The board sells the cotton for the best 
price possible and distributes the net earnings producers for further 
development work, research, and some cases bonuses producers. 

most territories the marketing board store and market the crop 
and most the cotton goes the metropolitan far 
the marketing boards have been able sell their cotton prices 
excess the prices paid the producers. 

Sudan.—A Government agency controls cotton production and ad- 
vances money growers during the time that the crop being made. 
also markets the cotton prices based the 
portion the net earnings, divided among the growers and the 
balance used for development purposes. 

Uruguay.—The Government Uruguay provides export incentives 
for agricultural products (1) guaranteed minimum price pro- 
ducers, (2) preferential export exchange rates, and (3) premiums 
granted exporters certain commodities addition the estab- 
lished exchange rate. 

The Government guarantees farmers minimum price for all wheat 
produced. Most the wheat purchased the Government and 
resold domestic millers and exporters. Wheat for export sold 
the exporters competitive export prices which recently have been 
lower than the prices guaranteed growers. The Government absorbs 
the loss largely from its exchange-profit fund derived mainly from its 
exports greasy wool. 

February 1955 the Uruguayan Government decreed higher ex- 
exchange rate wool tops, broken tops, and byproducts wool- 

top processing order promote exports. Exporters wool also 
were given special exchange retention rights 1954. 

The Government decree setting forth the meat export policy for 
1955 established export target metric tons frozen beef 
and approximately 10,000 tons canned meat. Subsidies frozen 
beef for the year 1955 will amount about percent the sale price. 
Subsidies canned corn beef will about 183 percent the sale 
price, according estimates the Government-sponsored packer, 
Frigarifico National. 

1954 and 1955 Uruguay increased its exchange rates both rice 
and linseed oil. The effective exchange rate rice was raised from 
1.90 pesos the dollar 3.10 pesos the dollar executive 
decree April 1955. This permitted reduction percent 
export rice prices. 

The export exchange rates oil were increased from 2.10 
pesos per dollar 2.35 pesos per dollar during 1954 and ‘‘compensa- 
tory premium” 3.50 pesos per 100 kilograms (roughly $0.48 per 
100 pounds) was added from July through 31, 1954. 
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Tue 
Atlanta, Ga., May 1953. 
Hon. Ezra Tarr 
Secretary Agriculture, 
Washington, 

Benson: wanted give you report the last meeting 
the cotton-export committee order bring you date the recom- 
mendations this committee. 

First, the feeling this committee that the Secretary Agriculture 
should member the National Advisory Council International Monetary 
and Financial Problems. The composition this Committee was established 
the Export-Import Bank Act and includes the Secretary the Treasury 
Chairman, the Secretary State, the Secretary Commerce, Chairman the 
Board Governors the Federal Reserve Bank, Chairman the Board 
Directors the Export-Import Bank Washington, and the Administrator 
the Mutual Security Agency. view the fact that this group deals with 
agricultural problems, and the Export-Import Bank used largely for that 
purpose, feel definitely that the Secretary Agriculture should member 
this group. our understanding that additional legislation will 
required accomplish this 

Second, feel that least one member the Board Directors the 
Export-Import Bank Washington should experienced the field agri- 
culture and considered representative agriculture. 

The committee discussed length the question export subsidy. The group 
felt that export subsidy this time would not accomplish any beneficial results. 

However, export subsidy still being discussed extensively both this country 
and abroad. For this reason, feel that the Secretary Agriculture some 
point should work out program make firm commitment make any 
export subsidy retroactive the event that export subsidy authorized. 

discussed ways how this might done, and there were several sugges- 
tions, one being that any United States firm that had cotton consignment 
foreign countries would protected those foreign consignments. Another 
was that both American shippers and foreign mills protected any American 
cotton that was hand and when export subsidy program should insti- 
tuted. Another was that the subsidy apply all exports during the marketing 
which export subsidies were used, regardless whether the cotton had 
been previously shipped not. 

any event, seems very desirable work out program whereby people 
who export American cotton foreign countries effort sell the cotton, 
properly protected the event export subsidy announced this country. 
Otherwise, cotton firm would willing carry stocks cotton foreign 
countries, and neither would foreign mills willing stock any appreciable 
amount American cotton when they felt there was least possibility that 
export subsidy would declared which would not available them because 
the cotton would have already reached foreign shores. 

The committee discussed many the broader problems involved stimulating 
cotton exports. agreed that the fundamental issue involved exports 
cotton and other agricultural commodities was the expansion foreign trade 
generally. 

was felt that stimulus foreign trade would convertibility currencies. 

The committee discussed the Mundt bill 1369). was the general opinion 
the group that would very bad adopt barter means stimulating 
trade. They felt there were many other better methods stimulating trade than 
through barter. 

The question international cotton agreement was discussed. The ma- 
jority the committee were the opinion that international cotton agreement 
this time was not desirable. 

The possibilities for stimulating exports increasing offshore procurement, 
particularly for defense purposes, were discussed length. was the opinion 
the group that this method increasing exports had great possibilities. 

The assuring that substantial part the dollars were used 
purchase agricultural commodities were discussed length. The committee 
finally concluded that the best method would probably encourage Export- 
Import Bank loans specifically for agricultural commodities, for one agricul- 
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tural commodity, and that repayment such loans would made with the 
dollar earnings from offshore procurement. 

was felt such arrangement would increase employment and purchasing 
power foreign countries, would stimulate trade, and would not involve 
barter other undesirable practices but would encourage the normal flow 
goods through private trade channels. 

know that this matter would have handled very high levels 
Government. feel matter which the Secretary Agriculture should 
immediately explore with both the Defense Department and the Cabinet level. 

discussed also the question liberalizing credit for foreign importers and 
mills, with the belief that some method could worked out whereby credit 
could liberalized, should increase cotton consumption substantially. One 
the reasons for this the fact that interest rates are very high most the 
foreign countries, generally running from percent high percent. 
cheap credit available this country could properly used, our opinion 
that exports could stimulated. 

Since extension credit very highly technical problem, involving not 
only international financial arrangements, but the credit practices individual 
countries well, the committee felt that the Department Agriculture should 
create task force intensively study the question credit. our opinion 
that such group should composed representatives Government well 
people from outside Government. 

While Washington the last meeting, some our group also testified 
before the Senate Banking and Currency Committee with reference bill 1413, 
making possible insure cotton stored foreign countries. 

Also, some the individual members the group contacted the Export-Import 
Bank with reference not only the loans Spain and Japan, but also discussed 
with them the possibility some additional loans, 

date have been unable show any substantial progress stimulating 
cotton exports. order so, believe that some greater effort will have 
made, such the use offshore procurement, and also the increased use 
credit, are going increase exports the extent that now seems very 
necessary. 

The only other possibility increasing exports substantially through active 
competition the form price and world markets. Since most countries 
present are the position that they have market their cotton regardless 
price, did not feel that export-subsidy program this time would very 
effective increasing exports substantially. felt that the other methods 
suggested above, namely, the use offshore procurement and the use credit 
basis increasing exports, would more desirable and probably much 
less expensive the Government than the use direct export-subsidy program. 

This for your 

Yours very truly, 
Brooks, 
Chairman, Cotton Export Advisory Committee. 
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STABILIZATION 


SUPPLEMENTAL INFORMATION CCC 
REPORT 


INCREASED COST CCC DUE INCREASES STORAGE RATES FOR COMMODITIES 
STORED COMMERCIALLY 


Increases the rates storage paid CCC commercial warehousemen 
over the rates paid such houses July 1951, have caused CCC pay the 
following increase costs: 


Storage costs excess what such costs would have been 
basis rates effect July 1951 


Fiscal year ending June 30: Amount 


The above amounts not include any increase costs due increase 
storage rates for dairy products because analysis the changes those rates 
has not been completed. This information will supplied soon available. 

The rates effect throughout the years covered here have been for comparable 
services generally; however, the increase costs for storage peanuts has been 
computed base rates cents per ton per month from July 1951, through 
June 30, 1953, and cents per ton per month since July 1953, but should 
noted that the 35-cent rate was for identity-preserved, noninsured storage 
and the 65-cent rate for commingled, insured storage. 


INCREASED COST CCC DUE INCREASES INTEREST RATES PRIVATE LEND- 
ERS—EACH FISCAL YEAR FROM 1952 THROUGH 1956 


The effective rate interest paid CCC private lending agencies investing 
loans under the price-support program July 1951, was percent per annum, 
not including the compensation for services. 

The estimated amount interest earned private lending agencies since July 
1951, which was excess what their earnings would have been constant 
rate percent per annum shown below according fiscal years. 

(1) The total amount increased earnings banks investing individual 
loans and regular cotton certificates interest was: 


Interest excess percent earnings 


Fiscal Amount 


First months based actual holdings, last months based estimated holdings. 


Some part this interest was covered payment interest producers 
loan repayments. 

(2) The amount increased earnings banks investing special pool cer- 
tificates interest was: 
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Interest excess percent earnings 


Fiseal year: Amount 


First months based actual holdings, last months based estimates. 


the total amount interest paid these certificates, the Treasury Depart- 
ment restored CCC the following amounts: 
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